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I’m a calculating gal! 





We're mighty pleased at the bouquets tossed to the new 
Comptometers by operators — as well as bosses! But we’re not surprised; 
we've been making these world-famous adding-calculating machines 
for over 65 years. This long experience with business needs has aided 
us in designing superb machines that handle office figure work with 
mazimum efficiency and minimum cost! 


FELT & TARRANT 


COMPTOMETER 


REG. U. S. PAT. OFF 


ADDING-CALCULATING MACHINES 
(electric and non-electric models) 

Made only by Felt & Tarrant Manufacturing 

Co., Chicago, and sold exclusively by its 


“SS f , Comptometer Division, 1734 No. Paulina St., 
two NEW machines! SS 4 Chicago 22, Ill. Offices in all principal cities. 








TRAINING 
YOU CAN 


WITH 
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@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for [AS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to [AS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
































Additional information about this training will be sent to you in booklet form, on request. 
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e neys, and educators, who counsel with the IAS Management, on request, about tech- F 
s nical accounting, educational, and business matters. H 
The uniformly high caliber of these men is eloquent testimony to the quality of M 
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bs IAS training. : | 
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¢ EXECUTIVE EDUCATIONAL COMMITTEE i 
Practuing Certified Public Accountant ; Member of Faculty, International Accountants Society, 
. besser i ° mus Inc.; Former President, Illinois Chamber of Commerce ; Former President, American Society of 
pt — Certified Public Accountants ; Former President, Executives Club of Chicago. 
s % Head, Department of Business Administration, Texas A. and M. College; Past President, Ameri- £ 
e bey vig bs ay can Accounting Association; Former Educational Director, American Institute of Accountants ; & 
e at tas = Past President, Texas Society of C.P.A.’s ; Editor of “Contemporary Accounting.” z 
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ze EXTER Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, College 5 
oe rT ear fae of Engineering, Cornell University; Former President, American Society of Mechanical Engi- j 
¢ = ores neers ; author of “Cost Finding,” “Industrial Economics,’ and other textbooks, 
e LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, f 
e B.Sc., Ph. D Board of Directors, The Ronald Press Company ; Former Director, Department of Management, , 
e spteseghae cyt New York University; author of “Office Management” and other textbooks. 
° STEPHEN GILMAN Educational Director, International Accountants Society, Inc.: author of “Accounting Concepts 
e 
e B.Sc., C.P.A. of Profit,’ “Analyzing Financial Statements,” “Principles of Accounting,’ “What the Figures 
é . Mean,” and numerous technical articles on accounting and allied subjects 
€ 
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- Stanley E. Beatty, C.P.A. C. W. Emshoff, S.B., C.P.A. Paul Moore, B.S., M.S., C.P.A. G. E. Lag, CPA. 
e Robert Dick, B.L., C.P.A Stephen Gilman, B.Sc., C.P.A. Frank H. Murray, CPA. - G. bend A.B. C.P.A. 
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INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 





CHICAGO 6, ILLINOIS 
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YOUR RETIREMENT PROGKAM 


SHOULD BE GEARED TO YOUR COMPANY EARNINGS 


IF your company 
EARNINGS ARE STEADY 


Your company probably can afford 
the permanent commitment of an 


adequate pension system. 


IF your company 


EARNINGS ARE ERRATIC 


Your company probably can best 
solve the retirement problem 
through a deferred profit-sharing 
trust—or a combination of a modest 
fixed pension commitment plus a 
profit-sharing retirement plan. 








FIND OUT what plan 


BEST fits your business Write or call the 

PENSION TRUST DIVISION 

City Bank Farmers Trust Company or 
The National City Bank of New York 
There is no obligation, of course. Ask for our Pension Booklet C3 


Let us help you with complete 
analyses, including cost estimates. 











We Act As Trustee Under Pension Plans and as Agent for Individual Trustees 


CITY BANK FARMERS TRUST COMPANY 


CHARTERED 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


ESTABLISHED 1812 
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THE CONTROLLER is filmed by University Microfilms 


CEIL SMITH THAYER, Assistant Editor A. V. HAYBYRNE, Circulation Manager 
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These tiny holes can twin 
you from serious loss 







To strengthen internal controls 


You need not change present sys- 
tems. More and more, controllers 
are relying on CUMMINS 300 Elec- 
tric Perforator because only with 
perforation can the invoice and all 
supporting papers be canceled in 
one motion. No skipping, no alter- 
ing, no eradication. Remember, "you 
can't erase a hole. CUMMINS per- 
foration can strengthen many of 
your internal controls—without alter- 
ing present methods or forms. 101 
protective uses. 


IN BUSINESS AND BANKS SINCE 1887 
ORIGINATORS OF PERFORATORS 


Cummins 


Cummins-Chicago Corp., Chicago 40, Illinois 


See your Cummins man today. Mail this 


coupon 





Cummins-Chicago Corporation 

Chicago 40, Il!., Dept. CM- 1051 
Simply clip to your letterhead and mail. 

(CO Please send me details on free, confidential 
survey of our internal controls. 

() Literature on perforators. [] On check signers. 


Name 
Title 


Company 





Address 
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CONTROLLERSHIP’S HAZARDS 


Editors, THE CONTROLLER: 

I wish to compliment you on the high 
plane of the contents of THE CONTROL- 
LER month after month. 

I don’t know whether you realize it, but 
the life of a controller is hazardous. Not 
like the old soldiers who never die, I note 
in the list of obituaries in the July issue 
that seven of our members have passed 
into the great beyond at the average age 
of 55.5 years. 

Not one of them reached the Biblical 
standard of three score and ten years. 

A. L, EASTCOTT 

Controller 

Albion Malleable Iron Company 
Albion, Michigan 


Editors, THE CONTROLLER: 

Under Obituary in the July CoNTROL- 
LER I noticed the ages of our deceased 
friends, 50, 52, 62, 53, 67, 48, 56. 

If it’s in order I suggest THE CONTROL- 
LER carry an early article on ‘‘How A Con- 
troller Can Live Longer.” 

I think it would be appreciated and 
worth while. 

I write this in all seriousness. 

JOHN SUHREN 
Moorman Manufacturing Company 
Quing,, Il. 


Thank you for the suggestion but it was 
anticipated, in a way. Dr. H. B. Kirkland, as- 
sociate medical director of Prudential In- 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


For, Bacon & Davis 


Engineers 
39 BROADWAY, NEW YORK 6, N. Y. 


LOS ANGELES 








surance Company of Newark, N. J., dis- 
cussed “The Dynamic Controller's Health in 
the Atomic Age” at the 1949 Annual Meet- 
ing of Controllers Institute. 

The manuscript was later published in an 
Institute pamphlet entitled, "Current Aspects 
of Controllership,” and we carried a digest 
of it in THE CONTROLLER in the November 
1949 issue on page 529. 

-—The Editors 


THE CONTROLLER GETS AROUND— 
ON LECTURE TOURS 


Editors, THE CONTROLLER: 


The article “The Frauds of Commu- 
nism” by Dr. Edward J. Webster in your 
June issue (p. 257) is excellent! 

This is to ask if we might have your 
permission to have reprints made of it for 
distribution among the 350 people in So- 
cony-Vacuum who give talks before vari- 
ous groups throughout the country. 

If this is satisfactory with you (and of 
course there will be a credit line to THE 
CONTROLLER) would appreciate it if we 
could have two copies Hi the June issue. 
Many thanks for your cooperation. 


DANIEL C. MCCARTHY 

Assistant Manager 

Public Relations 

Socony-Vacuum Oil Company, Inc. 
New York 


“WATCH YOUR TITLES” 


Editors, THE CONTROLLER: 


Mr. McAnly’s article in the August 
CONTROLLER was an exceptionally lucid 
presentation of LIFO inventory valuation, 
and particularly of the tax problems which 
still operate against its wide adoption, and 
I am indebted to him for viewing it so 
objectively and expressing it so clearly 

However, I must admit I probably read 
the article because of its rather misleading 
title—one which carried an implication 
that a uniform basis of valuation of in- 
ventories is a practical and realizable ob- 
jective. Probably no other supposition of 
auditors has so agitated the resourceful 
smaller enterpriser. Intent upon his over- 
all long-term advantage, and misleading 
neither himself nor the public, the enter- 
priser is constitutionally disposed to con- 
sider arbitrary accounting “‘uniformity’” 
and “‘consistency” in appraisals as nothing 
but the refuge of small minds and a mi- 
rage of the specialist. 

For the unreconstructed enterpriser who 
remembers a depression or two, and who 
has had the rug pulled from under him by 
the second guessers, I have at least a warm 
sympathy. So, watch your titles! 


JOHN H. BLack 
Bailey Meter Company 
Cleveland 








If you knew last January 


dial you know today, 
HOW MUCH MONEY WOULD YOU HAVE SAVED? 


LACKAWANNA 42630 


INDUSTRY FORECAST NEW ECONOMIC LIBRARY 











5 ANUARY 1951 1270 BROADWAY NEW YORK 1, N. Y. 


Fs= - based on data available January 19, 1951 
‘Prices of consumers’ goods in general will weaken during the second quarter of 
ss : 1951. Tetal corporate profits afiee taxes far 1951 will be at least 30% less than in 1950. 
Production will fluctuate around its current high level throughout 1951. Retail sales 
for 1951 will be about 4% above last year. Sales for the first half willbe up 12%. —__ 











When this forecast was made last January, almost every As early as August 1950 INDUSTRY FoRECAST told 
business executive, professional economist, trade paper its subscribers. ““The accumulation of inventories 
and government expert was predicting inflation. Most for speculation or at greatly advanced prices is not 
concerns today, as a result, find themselves with top- warranted by economic conditions...” Last January 
heavy inventories in the face of declining prices and we stated, “Most concerns depending upon civilian 
poor business. This situation emphasizes the profit-im- business will be faced with excessive inventories 
portance of an accurate forecast of business conditions. and large future commitments, To meet their con- 


sequent large obligations, they will need money. 
This need will call for reductions in future orders 
and price cuts. Manufacturers needing business 


WHAT ABOUT THE NEXT SIX MONTHS? will make pice conesions. There wil be dc 


in prices and profits. ; 


The current INDUSTRY FORECAST says the present downward trend of prices will tend to level off. Is inflation in 
sight? Should you prepare for larger or smaller sales? What about profits? INDUSTRY FORECAST will help you 
arrive at the correct answers. 

INDUSTRY FORECAST protects its subscribers from serious losses and increases their profits by accurately me 
casting prices, retail sales, profits and production from about six to twelve months ahead. 


WOULD YOU LIKE TO RECEIVE OUR OCT., NOV. AND DEC. FORECASTS FREE? 


If you subscribe now, we will send these three issues of INDUSTRY FORECAST to you absolutely free. At any time 
before January 1 you may cancel your subscription without any obligation. It would be poor business for ug to 
make this offer unless we. knew that you would find our forecasts accurate. Fill out the coupon below woday 
F 
H 


your free trial subscription. 
WHY IS INDUSTRY FORECAST CONSISTENTLY CORRECT? 
pected OtsexSbtee athlete oP e 
Because INDUSTRY FORECAST, unlike all other economic forecasts, is not personal opinion but a mathematical conclusion from 
our formula that accounts for every source and use of purchasing power. This formula is NO SECRET. Ir is explained in 
detail in our book ECONOMICS IS AN EXACT SCIENCE which can be found in the New York Public Library and mer 
university libraries. 

The members of our organization have profitably applied this formula as businessmen and investors for 32 years. They 
have consistently forecast business trends—the boom of 1917-1919, the recession of 1920, the depression of 1929—right down 
to the boom of 1950 and the current state of business. INDUSTRY FORECAST’s clients have also profited — attested to by their 
statements and unusually high renewal rate. INDUSTRY FORECAST is worth far more than its price of $50 ayear. 


INDUSTRY FORECAST, which was 

made available to the publicin July > = == =m NEW ECONOMIC LIBRARY om = = “y 
1949, is the only accurate, concise, 1270 Broadway, New York 1, N. Y. 
unhbedged, explicit forecast of gen- EB Please enter my subscription to the monthly NAME 
eral business conditions. Each one of INDUSTRY FoRECAST for one year, beginning 
our back issues is available for your November 1951. Price, $50 a year. I am to re- 
inspection. Each one is accurate. No ceive the October, November and December 


issues on a free trial basis and I may cancel 
other forecast service can approach the subscription before January 1, 1952 ADDRESS 
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this record. By mailing the coupon J (when payment is due) at no cost or obli- 
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below, you will be able to see INDUs- gation. CITY STATE 

TRY FORECAST in action and check its 

accu d value, without cost or Subscriptions to INDUSTRY FORECAST are accepted with the understanding that they ate for the exclusive use of subscribers; 
y ae ¥ - they are not accepted from and individuals that publish or otherwise d i of an nature. 
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READER INTEREST 
Editors, THE CONTROLLER: 

We would be very grateful if you would 
have Mr. L. E. Hanson, comptroller of So- 
cony-Vacuum Oil Company, Inc., send us 
a copy of the issue of Pegasus Club News 
in which his article on the Controller's 
Department is printed. (‘Current Com- 
ment,” p. 296, July issue of THE CON- 
TROLLER. ) 


NorMan S. PRIMUS 
Chief Accountant 
Western Tire Auto Stores 
Chicago, Illinois 
The request has been relayed to Mr. 


Hanson. 
—The Editors 


Editors, THE CONTROLLER: 

In the July issue of THE CONTROLLER 
we note your article regarding the in- 
formative bulletin written by Mr. L. E. 
Hanson, entitled “Do Your Employes 
Know About the Controller?’ dealing at 
length with this very pertinent phase of 
the executive-employe relationship. 

Also, in the April issue we read with 
much interest the extremely instructive 
article by Ben S. Graham, “Beating the 
Paper Blitz.” We are very interested in 
the details regarding the technique and 
application of Paperwork Simplification. 

Could we then please receive from you, 
the several booklets which you state are 
available on these subjects ? 

R. E. BLasrus 

Executive Assistant to the President 
Eastern Steel Products 

Toronto, Ontario 


The requested materials were sent. These 
are available to other readers of THE CON- 
TROLLER. Reguests can be addressed to the 
Managing Editor. 

—The Editors 


REDMAN ARTICLE LAUDED 
Editors, THE CONTROLLER: 

I have read with great interest the ar- 
ticle by Mr. Redman entitled “Question- 
naire Control” on pages 118-119 of the 
March 1951 issue of THE CONTROLLER. 

It is the kind of publicity which is so 
necessary to educate industry and the pub- 
lic about the work of the Advisory Coun- 
cil on Federal Reports. 

The cartoon on page 119 might also be 
widely published. I am sure that most of 
the people in industry would agree. 

P. K. LAWRENCE 

Organic Chemical Department 

E. I. du Pont de Nemours & Company 
Wilmington, Del. 


THE CONTROLLER 


WHO'S AFRAID? 

Four hundred and fifty-nine years ago, 
an Italian navigator, assisted with Spanish 
funds, set sail on a new ocean route. 

THE CONTROLLER pretends to be no 
authority on Christopher Columbus. But 
a single, incontrovertible characteristic has 
always impressed us—Columbus was not 
afraid of new paths, new ideas. He was 
willing to take a calculated risk when the 
facts in his possession indicated a fair 
chance for success. 

We have evidence that controllers share 
some of this adventurous spirit. For in our 
readership survey (fully reported on page 
432 of our September 1951 issue) we 
asked you to rate an editorial, ‘Give New 
Ideas a Chance.” 

Of all readers answering, 70% rendered 
an opinion about this editorial. Of these 
readers 94% rated this editorial as being 
“highly interesting.” 

* * * 

Does this not turn the popular concep- 
tion of a controller upside down? Far 
from having closed, nay-saying minds (as 
some erroneously infer), wherein new 
ideas freeze in glacial indifference, our 
readers believe in giving new ideas an 
opportunity to prove their worth. 

It goes without saying that new ideas 
must have some element of soundness be- 
fore they are acceptable. 

Columbus did not say ‘Izzy, let me have 
some funds, I’m going to find the Indies.” 


. . . AND THE NAVY REPRINTS US 
Editors, THE CONTROLLER: 

This office requests permission to re- 
produce the article, “Questionnaire Con- 
trol: What You Can Do About It,” by 
T. G. Redman in the March 1951 issue of 
THE CONTROLLER. Permission is also re- 
quested to reproduce the cartoon on page 
119 of the same issue. 

If permission is granted it is planned to 
distribute approximately 250 copies to 
Forms and Reports Control Analysts in 
the Navy. 

A credit line showing both THE Con- 
TROLLER and the original source of the 
article will, of course, be included. 
M. F. ALLSMAN 
Assistant Director of Office Methods 
Department of the Navy 
Washington, D. C. 

Permission granted. 


—The Editors 
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He had the best navigational and other 
information of his day to back up his idea. 
An element of risk remained—but facts 
were ample to indicate a fair probability 
of success. 


THE CONTROLLER believes that this at- 
titude—explicit or implied—dominates 
the thinking of the controllers who are 
our readers. 

Although usually wary of endorsements, 
THE CONTROLLER approves and applauds 
this approach—without reserve. 

The man who welcomes new ideas is a 
youthful man, no matter what the calendar 
may say. He will, ordinarily, be a leader 
in a free society, since purposeful thinking 
is a coin of permanent value. 

We mentioned our readership survey. 
This, of course, is only one straw in the 
wind. We have overwhelming evidence of 
the open-mindedness of controllers. 

Each issue of THE CONTROLLER exem- 
plifies the constant effort to find new ap- 
proaches, new solutions, new ideas: the 

Ilmarks of today’s controller. 

We submit that no body of business 
executives has more adventurous, un- 
fettered minds than the controllers of 


America. 
* * x 


Anyone want to challenge us on that? 


TRAINING AID 
Editors, THE CONTROLLER: 

Since January 1947, we have been de- 
veloping Industrial Training Abstracts 
with the hope that it will be a valuable 
aid to training directors and industrial 
leaders. The publication includes abstracts 
of current literature in the fields of train- 
ing and related personnel methods. 

We should tke permission to abstract 
articles from THE CONTROLLER. 

P. R. GRACE 

Assistant Editor 

Industrial Training Abstracts 
Wayne University, Detroit, Mich. 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles apearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 
requested). The Editors 
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VICTOR CUSTOMS 
Available in 10-key or full keyboard. 
Total 999,999,999.99. Both models 
same size, weight and price. 








VICTOR CUSTOMS 
DO ALL THESE FIGURING JOBS 
FASTER, MORE ECONOMICALLY: 


@ Invoice and remittance 
handling 

® Collection and summary of 
gross premiums 

e Figuring operating and 
budget ratios 

@ Preparing profit and loss 
statements 

e101 other figure problems 
peculiar to your business 











VICTOR ADDING MACHINE CoO. 


Chicago 18, Illinois 


The World's Largest Exclusive 
Manufacturers of Adding Machines 
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Movable Decimal Marker Speeds Calculation 
Exclusive with Victor. Point off decimal places by 
pre-setting the marker. Eliminate counting columns 
on tape. Speeds calculating, muitiplicotion, division, 
addition, and subtraction of decimal equivalents. 





[QD 0987654321 














BEAUTIFULLY DESIGNED, ruggedly built Victor Customs add, sub- 
tract, multiply, divide, automatically compute credit balance. You 
can calculate with Victors. They cut operating costs by simplify- 
ing figure work and by saving you the extra cost of more expensive 
machines that need trained operators. 

Available in hand or electrically operated models with totaling 
capacities of eleven or nine columns. There are 42 basic models 
in the Victor line, from the utility models to those specially built 
for specific business problems. Call the Victor Branch or Author- 
ized Dealer listed in your classified phone book . . . or mail coupon 
below for FREE booklet, “The Secret of Speed.” 


Victor Adding Machine Co., Dept. C-101 
Chicago 18, Illinois 
Please send free literature on the complete Victor line 
33 YEARS OF and free booklet, “The Secret of Speed,” showing 
QUALITY RECOGNITION how the new Victor Customs do many calculating 
THE WORLD OVER jobs as well as adding machine work. 


NAME 








COMPANY NAME 


ADDRESS 





cITY eo) 





VICTOR CAN HELP YOU 


Increase Efficiency, Cut Costs! 


SS SD my 
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Should Charities Be Exempt 
from Good Accounting? 

Recently one large nationally known charitable organiza- 
tion was criticized by well-informed persons for the size 
of the expense accounts of some of its top executives and 
the lack of control over such expenditures—a condition 
which we understand has been corrected. Another nationally 
known charity was criticized for a commission basis of rais- 
ing funds which has proved profitable to parties involved. 
A third was criticized by equally competent authority for 
charging all the cost of its direct mail effort to “education” 
though responses to these direct mailings accounted for 
three quarters or mere of the income of the organization. 

No one wants to curtail worthy charitable effort but every 
controller knows that good controllership can mean sub- 
stantially greater results per dollar expenditure. 

What is the minimum information which the controller 
ought to have about any organization before authorizing a 
gift of his company’s funds? Would corporate management 
do well to set up some minimum standards of accounting 
and control which would qualify a charitable organization 
for a gift from that corporation? 

A little preliminary inquiry indicates that well-run char- 
ities would welcome such standards for they already meet 
the requirements or would readily comply. 

Conversely, the adoption of some such standards by a 
company’s board of directors would “take the heat off’’ the 
president, the controller and any other executives of organ- 
izations who may have influence or contact in the company 
and whose importunate efforts would otherwise be difficult 
to resist. 

Even though most such contributions are deductible for 
tax purposes, isn’t it our social responsibility, as well as a 
factor in a corporation’s public relations program, to see 
that the gifts shall be placed where they do the most for 
the company’s employes and the community? 


Viewpoints from a Leading Group of Economists 

Most businessmen have heard of the National Bureau of 
Economic Research, heavily endowed with money and pres- 
tige, and presumably carrying on its scholarly efforts in the 
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far reaches of economic theory. Not nearly so many business- 
men receive the annual report of NBER or could take the 
time to read it if it came. 

However some fragments from the current report recently 
issued may be of interest to many controllers and others re- 
sponsible for the financial management of business. 

Here is an item useful in our background thinking about 
taxes and about the future markets for consumer goods: 
‘Few Americans and fewer Europeans are aware of the 
transformation in the distribution of our national income 
that has occurred within the past 20 years . . . which may 
already be counted as one of the great social revolutions 
of history . . . in 1929 the highest 5% of the income 
recipients obtained 34% of the disposable income of indi- 
viduals (after deducting federal income tax payments). By 
1939 their share had dropped to 27% . . . and by 1946 
to 18%.” 

Dr. Arthur Burns, Research Director of the Bureau, after 
citing these figures, points out that this leveling of income 
has progressed more than halfway toward the absolute limit 
—the reductio ad absurdum in which all taxpayers would 
receive exactly the same income regardless of ability, in- 
dustry or effectiveness. 

“If we turn to the top 1% instead of the top 5% group, 
the results are still more striking. The share of the top 1% 
group in the total income was 19.1% in 1929, and 7.7% 
in 1936. . . . We have traveled since 1929, on the basis of 
this yardstick, almost two thirds of the distance toward abso- 
lute income equality. Regrettably the Iron Curtain precludes 
comparison of our achievement with that of the vaunted 
People’s Democracies, but it is permissible to wonder 
whether any of them can point to so vast a democratization.” 

He interprets the significance of these figures as meaning 
that if we are to look forward constructively to a material 
reduction of income inequalities in the future, we must 
seek to attain it principally by raising the productivity of 
those at the bottom of the income scale, rather than by 
transferring income from the rich to the poor.” 


* * * 


Who finally carries the weight of corporate income taxes? 
Experts, reviewing various studies in the field, conclude 
as follows: Stockholders, 54%; Customers, 33%; Em- 
ployes, 13%. 


Do Insurance Surveys Pay Their Way? 

One of our members recently told me about an insurance 
survey that a ‘‘Policy Holders Union” made for his company. 
It cost $5,000. But it saved the company $10,000 in pre- 
miums within the first year and promised continuing savings 
in the future. Others have told us of savings affected by 
concentrating all insurance in the hands of a single broker. 
Still others prefer to place insurance direct with the under- 
writer. 

We would welcome the experience of readers of THE 
CONTROLLER along these lines. Would this make a good 
subject for general discussion at one of our Annual Meet- 
ings or Regional Conferences? 

—W ALTER MITCHELL, JR. 
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The Organization 
of Research Activities 
under the Controller 


Wayne C. Marks 


The subject of research in the contrel- 
ler’s department is a most challenging one. 
Too seldom do people, either in the edu- 
cational field, in commerce and industry, 
or in government, think of research as 
playing a vital role in controllership. 
Everyone is familiar with both funda- 
mental and applied research in the sci- 
ences. Very few associate research with the 
art of accounting or controllership. 1 be- 
lieve it is also safe to say that seldom, if 
ever, among the many lists of controller's 
duties and responsibilities, published by 
authorities such as teachers, professional 
societies and even controllers themselves, 
will you find a formal statement indicating 
that the controller has a research responsi- 
bility. 

Does this mean that controllers have 
neglected research and failed to recognize 
its importance to the successful accom- 
plishment of their duties? 


© ANSWER THAT, one need only look 
T back a few short years and trace the ev- 
olution of the controllership function. It 
was at first a post facto record-keeping 
function. Today in more and more com- 
panies the incumbent of the controller's 
position is recognized as a full-fledged 
member of the mariagement team. This 
evolution was not accidental. It can only 
be attributed to men who were not con- 
tent with a static concept of their duties. 
It required men whose vision was keen 
enough to see that there was both an op- 
portunity and a need in the field of plan- 
ning in evaluating performance in all func- 
tions and in all activities in business. Such 
a concept of controllership demands re- 
search. 

The average person thinks of research as 
laborious, involving detailed study, inves- 
tigation and exploration. True, this is the 


method of research, but it is putting the 
cart before the horse. The objective or aim 
is the important thing, not the method. 
Research in the controllership function is 
directed toward two main objectives: (1) 
The challenge of accepted conclusions (for 
challenge often leads to new and better 
conclusions); and, (2) exploration of 
new fields with the aim of establishing 
yardsticks of performance where none ex- 


isted before. 


TEST, EVALUATE, EXPLORE... 

In other words, a controller should 
everlastingly be testing, evaluating and ex- 
pase the rules of the game, rather than 

ing content to just play the game. The 
controller's research often results in chang- 
ing the rules. The controller may be 
likened to the practicing lawyer as con- 
trasted with the legislator. The controller 
can often change people’s modes of 
thought and their ways of doing things by 
consummating the revision of accepted 
conclusions as a result of bringing into 
focus newly discovered facts. 


There should be nothing fixed, constant 
or immutable about the rules, proced- 
ures or assumptions of a controller 











* 





U. 8. Steel 


There should be nothing fixed, con- 
stant or immutable about the rules, pro- 
cedures or assumptions of a controller. To- 
day’s hypotheses are tomorrow's rules; to- 
day’s assumptions may be tomorrow's fal- 
lacies. 

On the premise that you accept the part 
research has played in controllership and 
that it is naturally, rightfully and unavoid- 
ably a part of the controller function, let's 
dig more deeply into our subject and di- 
vide it for discussion purposes into two 
broad questions: 








WAYNE C. MARKS was elected controller of General 
Foods, New York, in 1945 and in his present position is a 
member of the president's staff which constitutes the top 
corporate operating and policy committee. Mr. Marks was 
recently appointed a national director of Controllers Insti- 
tute, following his presidency, 1950-51, of the New York City 
Control. He has lectured for two years at NYU Graduate 
School on controllership and served as a member of the 
Civilian Advisory Panel to the Comptroller of the Depart- 
ment of the Army on the Budgetary Control Subcommittee. 
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1. Where in the controller's department 
can the research function best be 
placed? 

2. What are some specific fields or a 
lems to which research is applicable? 


First, let's take a look at the organiza- 
tion side. At the outset it may be unequiv- 
ocally stated that each key man in the 
controller's organization must carry a full 
measure of this responsibility. The re- 
sponsibility is twofold. Each key man must 
actively engage in research himself and 
encourage and stimulate it on the part of 
those reporting to him. It is never too 
early to begin training in this function 
and no one should be overlooked. Some, 
by the very nature of their work, will 
have greater responsibility than others. 


PERSONAL QUALIFICATIONS 


Permit me here to bring out some of the 
personal qualifications necessary to suc- 
cessful research. The qualities of imagina- 
tion and initiative are absolutely vital in 
the key staff members of a controller's de- 
partment. Curiosity is a prime requisite in 
any controller. Through curiosity, imagi- 
nation, and initiative accepted conclusions 
are constructively challenged and revisions 
are made and accepted by management as 
the new standards of performance. 

Humility, too, is as important as the 
other qualities, for the controller is always 
sticking his nose into someone else's busi- 
ness. He does have the right and preroga- 
tive to do just that; but, believe me, with- 
out humility, the controller will not get 
very far with either his management, his 
associates, or his research activities. 

Now, let's get back to our organization 
problems. Where best can the research 
function be placed? You will, we hope, 
accept the validity of the statement that 
there is no one best answer to a hypo- 
thetical organization problem. Size of com- 
pany, type and complexity of business, 
and, very importantly, personal qualifica- 
tions of individuals enter into both the 
problem and the answer. There are, how- 
ever, in those controller's department or- 
ganization structures, which have stood 
the test of time, certain fundamental func- 
tions common to each. These fundamental 
functions are: 


Accounting 

Cost Accounting 

Analysis and Interpretation 
Budgets 

Methods and Systems 
Taxes 

Internal Auditing 


In my judgment research plays an im- 
portant part in each of these functions. 
The emphasis on research may be more 
heavily weighted in some functions than in 
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others, but definitely not to the exclusion 
of research in any function. 

Therefore, segregation of research ac- 
tivities is mot recommended because no 
function within the controller's depart- 
ment can operate in a vacuum and be pro- 
ductive aol cniee. 


WHERE APPLICABLE 
The second broad question is “What 
are some specific fields or problems to 


which research is applicable?” 

First, it should be emphasized that the 
field of research for the controller is as 
broad as management itself. If there are 
any limitations, they are self-imposed lim- 
itations of personal qualifications and abil- 


A COMPANION ARTICLE 
entitled 


“ORGANIZATION OF 
ACCOUNTING-FINANCE: 


The Du Pont Approach” 
by T. C. Davis 


Treasurer 
E. 1. du Pont de Nemours & Co., 
Wilinington, Del. 


Watch for it! 
aS ae 


ity to command respect. The controller has 
or should have greater freedom to cross 
functional lines than anyone else except 
the president as almost everything in busi- 
ness must be recorded and evaluated in 
terms of dollars and cents. 

But this of itself does not assure suc- 
cess and acceptance. The controller's suc- 
cess in research, as in his other duties, will 
depend almost entirely on his relationship 
with and acceptance by all the other func- 
tions of the business. Salesmanship, tact 
and courage are essential, but above all, 
the controller must, with sympathy and 
understanding, work hard to develop good 
relationships with the other areas of the 
business. A satisfactory relationship can 
only be based on mutual respect ye con- 
fidence. 

One way to gain greater respect is to rec- 
ognize one’s own limitations and the lim- 
itations of one’s associates. Don’t try to 
be an expert in every field. If the problem 
involves engineering, manufacturing, law 
or any other specialized field of knowl- 
edge, ask for help from the opposites in 
the field. Enlist their aid at every oppor- 
tunity. Working in this way, a team is 
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built and team play is as important in 
business as on a playing field. 

A few paragraphs back it was stated 
that the research field in controllership is 
extremely broad. In suggesting some of 
the specific areas in which research is 
needed let us assume, of course, that each 
controller has a basic accounting system 
which pinpoints results of operations by 
organizational units and by individual 
supervision within organizational units. 
Py the assumption is made that there 
is a budgeting or planning program in 
effect which enables the preparation of 
Operating statements and analyses com- 
paring actual results with planned results. 
If these fundamentals are not in effect, 
then it is advisable to make this the first 
research project. 


RESEARCH AREAS 

Assuming the necessary basic account- 
ing and budgeting structure in being, the 
first area in which research is indicated 
is in the entire field of what is called “‘ac- 
cepted accounting principles.’ With the 
utmost respect for the accounting profes- 
sion, it is suggested that greater recogni- 
tion be given to the need to reflect in our 
books of account the result of operations 
as they actually take place—e.g., no recog- 
nition is given either on the balance sheet 
or in a P & L statement to firm future 
purchase commitments and yet in our 
highly competitive economic system the 
prices of many products are established 
on the current replacement cost of the 
major raw materials in the product. Thus 
the earnings statement does not truly re- 
flect the actual facts. Some may say that 
LIFO is the answer. True, LIFO permits 
a better reflection, but it in no sense com- 
pletely answers the problem. 

In passing, it might be said that the 
LIFO method of inventory valuation was a 
product of accounting research. Those 
companies, which haven't already done 
so, should study the applicability of LIFO 
to their inventory valuation problem. The 
controller's office should do the research, 
but when all the pertinent data is as- 
sembled, this project, as is true with many 
others, then becomes a joint problem with 
Operating management. Future price levels 
and ability to maintain necessary inventory 
levels pose problems which can best be 
answered only by joint evaluation. 

Accounting hasn't. adapted itself to an- 
swer the problem of inflation. Our books 
of account, particularly with respect to 
fixed assets, reflect several different levels 
of dollar value. Many companies report 
all time high profits, but have little cash 
to show for the high reported profits. 


HOW MUCH CONSISTENCY? 

Another bugaboo of accounting, and 
worthy of research treatment, is our old 
friend “consistency.” Certainly there are 
advantages in being consistent, but ee 
tions are changing continuously and our 
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accounting too seldom reflects these 
changes. 

Allocations to products of manufactur- 
ing overheads, of selling and advertising 
costs, of G & A costs are mighty im- 
portant problems. While on the surface 
one does not change a composite result 
through changes in allocations, this is 
often not true as I've seen many price ac- 
tions taken, products eliminated or addi- 
tional promotion added to a product as 
the result of changes in allocations. 

Another broad area for research is in 
the question of centralization vs. decen- 
tralization of accounting. There isn’t any 
one best answer to this problem either. 

To keep this paper within space limita- 
tions, it is not possible to elaborate on the 
balance of the areas where research is 
clearly needed on a continuing basis. 
Therefore, permit me to merely indicate 
some of the research fields: 


1. Standards for inventory turnover— 
A standard for each item or related groups 
of items. More important today, than 
ever before, because of higher prices, 
higher taxes and lower margins. 

2. Return on investment—This is a 
major field of vital importance. 

3. Costs of distribution—Transporta- 
tion, warehousing and other delivery costs 
by region, by product, by method of ship- 
ment. 

4, Labor productivity—This needs no 
elaboration. 

5. Productivity of salesmen. 

6. Profitablity of individual products by 
geographic areas. 

7. Profitability by geographic areas. 

8. Manufacturing costs and cost stand- 
ards. 

9. Market research—This particular 
area, in the majority of companies, is not 
the responsibility of the controller, but 
the controller should interest himself to 
the greatest degree possible. Market re- 
search is one of the more virgin fields. 

10. Methods, systems and procedures— 
A tremendous field for economy including, 
as it does, clerical cost control. Here, let 
me give you a tip. Always get your own 
house in order first. 

11. The whole field of taxes—federal, 
state and local, requires constant research. 

12. Profit graphs—showing break even 
points for each product—often called 
“break even charts’—used far too little 
by industry. 

13. Yields—shrinkages—overweights. 

14. Effectiveness of incentive plans. 

15. Effectiveness of promotion activi- 
ties. 

16. Budgetary control practices—The 
last area for research and I'm mentioning 
it last deliberately because of its impor- 
tance, for herein lies the most effective 


approach to expense control as well as in- 
tegrated planning of future operations. 


Many of you, I'm sure, are saying to 
yourself: He hasn't even mentioned this, 
or this, or that, which I trust proves the 
fact that each of you has recognized re- 
search as an integral part of the controller- 
ship function. 

One last word: Beware of standardiza- 
tion of approach to the research problem. 
Certainly you should take advantage of 
the experience of other companies and of 
theoretically sound practices, but recog- 
nize that the problems of individual com- 
panies vary. What is a big problem in one 
company is of little significance in another 
company. Your research program to be 
effective must be flexible to meet the 
problems of your particular company. It 
must be hand-tailored and adapted to 
meet your specific problems and require- 
ments. It must recognize the organiza- 
tional responsibilities of people within 
your organization. What has worked 
with one company with great success may 
do more harm than good in your com- 
pany. 


And now a parting word for those in 


the field of education. I trust that by now 
(if you needed any convincing) you are 
convinced of the extent to which research- 
minded people are needed in controller- 
ship. Without them no progress will be 
made, For such men the opportunities in 
the controllership field are second to none. 
I sincerely hope that educators will form 
a composite picture of the man who will 
be a successful controller and visualize the 
attributes he must possess. You can instill 
many of these qualities during his period 
of academic work. 


CRITERIA FOR CONTROLLERSHIP 

The man needed in industry, in com- 
merce and in government, must have vi- 
sion to see far beyond the narrow limits of 
the immediate problem; curiosity to chal- 
lenge the accepted way; imagination to 
conceive a better way ; initiative to put the 
better way into effect; and courage, tact 
and understanding of human nature to 
sell the new and better ways to other 
members of the business and enlist their 
active aid and enthusiastic cooperation. 

The need is great but the number are 
few. 


FOUNDATION HONORED WITH AWARD OF MERIT 

Controllership Foundation, Inc., received an Award of 
Merit from the American Trade Association Executives at 
the opening luncheon of the ATAE annual meeting at the 
Edgewater Beach Hotel, Chicago, on September 17. The 
award was presented to E. W. Burbott, president of the 
Foundation, by Wesley Hardenbergh, president of the Amer- 
ican Meat Institute and a past president of ATAE. 

The Hon. Charles Sawyer, Secretary of Commerce, headed 
a distinguished jury which selected the award winners in the 
15th year of this competition among the 1100 members of 


the trade association group. 


* 


The citation for the award to Controllership Foundation 


read as follows: 


. . . for its excellent services to its industry and the 
public and especially for its comprehensive campaign to 
further the arts and sciences in controllership for the ulti- 
mate benefit of modern business procedures. Through its 
research the Foundation inaugurated a movement ‘Better 
management through better controllership’ which has proved 
very successful. It has devised unique methods to better co- 
ordinate the activities of its members, and to achieve the 
maximum use of its information in contributing to a health- 
ier economy. Its authoritative studies are being used as text 
material at many of the most respected institutions of higher 


learning in America.” 
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Internal Control Is Cost Control 


H. M. Stiller 


NTERNAL CONTROL is a familiar, but 
| often misunderstood concept. Certain 
business executives may consider the 
term merely an accounting cliché, audible 
sometimes through the dark mutterings 
and incantations of their controllers or 
auditors. 

Certainly the controllers and the inde- 
pendent public accountants owe it to 
themselves as well as to management, to 
dispel the persistent fog which surrounds 
the expression “internal control.” This 
veil of mumbo-jumbo may be pierced by 
down-to-earth discussions with manage- 
ment, wherein concrete examples of ad- 
equate versus deficient internal controls 
may be described and the related risks or 
costs weighed or measured in a realistic 
manner. Perhaps the practical aspects of 
internal control in your organization 
should be illustrated to management un- 
der the journalistic theory that one pic- 
ture is worth ten thousand words. We 
cannot expect owners and managers to 
haat our concern with internal con- 
trol if we present this business organ- 
ization concept in its most indigestible 
form as an abstract body of principles 
seemingly not related to an important 
business preoccupation—the control of 
costs. 

There is a possibility, too, that con- 
trollers and public accountants themselves 


fail to accord sufficient importance to the 
matter of internal control. We can be- 
come so familiar with the concept that our 
attitude becomes perfunctory, our reac- 
tions mechanical. The principles of in- 
ternal control make strong demands of the 
intellect, and the intellect frequently will 
build up a barrier of indifference, an im- 
munity or resistance to the constant chal- 
lenge inherent in the practice of proper 
internal control. 

A good salesman must believe in his 
product. A top-notch life insurance sales- 
man for example, is a zealot about life 
insurance, which is a very dull abstraction 
to the average mortal. The life insurance 
salesman achieves his attitude by drama- 
tizing the subject first to himself, then to 
his listeners. Through this intellectual 
self-insemination he builds up a powerful 
and abiding fascination for his intangible 
wares. This salesman’s financial success is 
mute testimony to the infectious nature 
of an interest which has been transmitted 
to others. 

And so it can be with internal control. 
Naturally, the sale of internal control is 
not proprietary and yields no commissions. 
But the controller or public accountant 
who persuades himself and his employers 
or clients to follow proper practices of in- 
ternal control will find immense yields in 
the forms of well-administered organiza- 


HOWARD M. STILLER, certified public accountant, is resi- 
dent manager in charge of audits and systems with Ar- 
thur Young & Company, Kansas City, Missouri, with whom 
he has been associated for seven years. He has had ten 
years experience as internal auditor and accounting meth- 
ods engineer with Cudahy Packing Company and the 
Chrysler Corporation. He is a member of the American In- 
stitute of Accountants and the National Association of Cost 
Accountants. This paper was presented by Mr. Stiller before 
members of the Kansas City Control of Controllers Institute. 
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tions, reduced costs of doing business, 
greater accuracy and efficiency, better safe- 
guards over the assets of enterprise, 
greater protection of employes as well as 
the personal rewards of enhanced prestige 
and a sense of service achievement. 


INTERNAL CONTROL DEFINED 


Before attempting a dramatic rational- 
ization of the principles and practices of 
internal control, let us review the general 
definition contained in a special report by 
the Committee on Auditing Procedures of 
the American Institute of Accountants, 
“Internal control comprises the plan of 
Organization and all of the coordinate 
methods and measures adopted within a 
business to safeguard its assets, check the 
accuracy and reliability of its accounting 
data, promote operational efficiency, and 
encourage adherence to prescribed mana- 
gerial policies.” 

A “‘system’”’ of internal control naturally 
extends beyond matters which relate only 
to the functions of the accounting and 
financial i nanabepe Such a system might 
include budgetary control, standard costs, 
periodic operating reports, statistical analy- 
ses and the dissemination thereof, a train- 
ing program designed to aid personnel 
in meeting their responsibilities, and an 
internal audit staff to provide additional 
insurance to management as to the ad- 
equacy of its established procedures. It 
also includes activities in other fields, 
such as time and motion studies which are 
of an engineering nature, and the use of 
quality controls through a system of in- 
spection which basically is a production 
function. 

The elements of an effective system of 
internal control may be classified as fol- 
lows: 

1. A plan of organization which provides 


an prerons Segregation of func- 
tional responsibilities ; 


. A set of authorization and record pro- 
cedures adequate to provide reasonable 
accounting control over assets, liabili- 
ties, revenues and expenses; 
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. An adherence to sound practices in the 

performance of duties and functions of 

each of the organizational activities or 
departments; and 

4. A degree of quality of personnel com- 

mensurate with responsibilities. 


These characteristics, each important in 
its own right, are all so fundamental to 
proper internal control that serious defi- 
ciencies in any one normally would pre- 
clude or impede successful operation of 
the system as a whole. For example, no 
plan of authorization and record proce- 
dures for accounting control is eftective 
without personnel capable of performance, 
nor can one nile the practices fol- 
lowed in the performance of duties in the 
organizational departments sound unless 
there is departmental independence so 
that renpenatiliinn can be placed and in- 
terdepartmental controls enforced. 


ESTABLISHING A PLAN OF 
ORGANIZATION 


The plan of organization will vary with 
the type of enterprise, its size, the extent 
to which its operations are geographically 
separated, the number of operating sub- 
sidiaries, if any, and other factors which 
may be peculiar to the particular entity. 
Generally, a satisfactory plan should be 
simple, to the extent that such simplicity 
is advantageous from an economy point 
of view; it should be flexible so that ex- 
pansion or changing conditions will not 
disrupt or disorganize materially the ex- 
isting arrangements; and it must lend it- 
self to the establishment of clear lines of 
authority and responsibility. 

An important criterion as to the ad- 
equacy of any plan of organization is the 
extent to which it provides for organiza- 
tional independence as between operating, 
custodian, accounting and auditing de- 
partments or functions. 

Organizational independence does not 
imply the erection of any barriers prevent- 
ing frequent consultation between depart- 
ments or persons to devise means of 
smoothing the flow of work and increas- 
ing the over-all efficiency of operations. 
The functions of all departments and in- 
dividuals must be closely integrated and 
coordinated and, to that end, cooperation 
is essential. 

No department should control the ac- 
counting records relating to its own opera- 
tions and no one person should control 
all phases of a transaction. Without the 
intervention of other persons or depart- 
ments who afford a cross-check, the ac- 
counting records may be so manipulated as 
to make the detection of errors and fraud 
extremely difficult, if not impossible. 

Misrepresentations may arise where re- 
wards for g performance are in the 
offing, particularly if such performance is 
being measured in part by adherence to 
standards or budgets. For example, if the 
production department recorded its own 


MAINTENANCE COSTS 


Editors, THE CONTROLLER: 


We join others in their acclaim of Mr. Ray H. Bartlett for 
his article “What Does Maintenance Cost? What Can You 
Do About It?” in the May 1951 issue of THE CONTROLLER 
(pp. 213-215). It is timely and much needed. 

Will you forward to Mr. Bartlett our request for data on 
the maintenance costs in the chemical industry? We are par- 
ticularly interested in the field of dye intermediates, but 
would appreciate any available statistics on the industry in 


general. 


Many thanks, and congratulations to you for your careful 
selection of important papers for presentation to your sub- 


scribers. 

JOHN J. Lings, JR. 
The Carwin Company 
North Haven, Conn. 


Editors, THE CONTROLLER: 


Would you please be good enough to send us the figures of 
maintenance costs for steelfounders and for medium engi- 
neering. The steelfoundry employs about 500 and the engi- 
neering division about 600 hourly rated operatives. Weekly 
and monthly payroll covering the two divisions about 300 
employes. Our engineering production consists of mobile 
cranes up to ro-ton capacity, small steam engines and com- 
pressors, aad general jobbing work. 


F, SIMMONDS 


Secretary and Chief Accountant 
K & L Steelfounders & Engineers Limited 


Letchworth, Herts, England 


costs and certain operations were running 
over the established standards, the pro- 
duction head could decide on his own 
initiative to allocate a portion of the 
actual costs to an operation running be- 
low standard. 

The same type of manipulation could 
similarly be made by reallocating budgeted 
expenses. By such devices, it may appear 
from the reports of operations that an ex- 
cellent job is being done. Management, by 
relying on the data under such circum- 
stances, may be misled and the organiza- 
tion may suffer financial detriment. 

Prompt revelation of the variances 
might have called for changes in either 
or both the production and sales policies 
of the company. An accounting depart- 
ment or accountant, independent of opera- 
tions and with no direct interest in produc- 
tion other than the accurate recording of 
the cost data with its attendant checks on 
authorization and adherence to controls, 
is enabled to present to management such 
reports and analyses as are required for a 
dependable control of operations. 


Any lack of planned organizational in- 
bs ear among departments and indi- 
viduals should be illustrated forcefully, 
and if necessary dramatically, to manage- 
ment. The controller or accountant should 
use charts, examples, demonstrations—in 
a word, pictures—to sell the cause of cost 
control through internal control. 

The desirability of the separation of 
operations and accounting applies equally 
to custodian functions. For example, the 
stores department should not have access 
to the records by which the integrity of the 
stores keeping is determined. Likewise, 
where possible, the handling of the receipt 
and disbursement of funds should be di- 
vorced from the accounting function. 
Conversely, the accounting and auditing 
departments or persons should not have 
operational or custodianship functions. 

An internal audit staff may be used in 
an organization of sufficient size and scope, 
not only as a check on the accuracy of the 
accounting data and the ‘demmal of the 
company’s assets, but also as an instru- 
ment of management in determining ad- 
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herence to prescribed policies. Thus, the 
audit activity should be far reaching, cov- 
ering all departments. The review and ap- 
praisal, to be useful to management, must 
be unbiased—free from any departmental 
influence as to the scope of the audit pro- 
gram and the method of reporting thereon. 
The controller or internal auditor should 
be free to advise management of any de- 
ficiencies noted, without fear of reprisal 
from any department heads. The rela- 
tionship of the internal auditor to the de- 
partment head should be set forth clearly 
by management to avoid any misunder- 
standing as to their relative positions. 
Under such conditions the controller or 
internal auditor is in a position, without 
any limitations, to serve management in 
the detection of frauds, errors in general 
and cost accounting, weaknesses in pro- 
cedures and in the clarification of policies 
on a company-wide basis. 

The internal audits and reports can be 
a most dramatic and effective means of 
selling top management on the institution 
of desirable authorization and record pro- 
cedures, on sound internal control practices 
and personnel standards. 


THE ASSIGNMENT OF RESPONSIBILITY 


The plan of organization must contem- 
plate, in addition to the functional sig- 
nificance of departmental and individual 
activities, an assignment of responsibility 
and the attendant delegation of authority. 
An organizational chart or manual is an 
excellent method of depicting or explain- 
ing the plan to all parties affected. 

Once management has provided an ap- 
propriate plan of organization it must have 
a media, first, for the authorization pro- 
cedures and records control of the ensuing 
operations and transactions, and, second, 
for the classification of data within a 
formal structure or chart of accounts. A 
carefully prepared chart of accounts serves 
a far more useful purpose than the mere 
provision for slots into which the trans- 
actions are to be dropped. The accounts 
selected in their sequence, should, at a 
minimum, meet the following tests: 

1. Facilitate the economical preparation 
of financial and operating statements 


and reports. 

‘ va those accounts which are 
needed to reflect adequately and accu- 
rately the assets and the liabilities and 
revenues, costs and expenses sufficiently 
detailed to be useful to management in 
its control of operations. 

. Describe accurately and concisely what 
should be contained in each account, 
and contras thereto. 

j. Delineate as clearly as possible the 
boundary lines between capital assets, 
inventories, and expense items. 

. Provide for controlling accounts where 
neces sary. 
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Ordinarily it is desirable to have in 
widespread use an account manual with 
clear account titles and an adequate num- 
bering system and, if possible, instructions 
and explanations as to the nature of en- 
tries for each account. 


PROCEDURE MANUALS AND FORMS 


_Media for the original records control 
of operations and transactions are created 
through the designing of appropriate rec- 


mechanization devices. Many of the larger 
enterprises have recognized the impor- 
tance of continuous attention to these 
matters and have organized methods di- 
visions in their accounting departments. 
Certain necessary —— of internal 
control must be applied on the adoption 
of a form or record. It must be functional 
in design, useful for as many purposes and 
objectives as management may require. It 
must be simple enough to be is ache 
clearly by those who are to use it, enabling 


WHY NOT EMPLOY BUSINESS EXPERTS? 
It is easy, you say, to criticize the Government. What 
could be done in a crisis such as this that would restore con- 


fidence? 


If the Government wants Regulation W well adminis- 
tered, let it draft retail credit men and place in their hands 
the management of Regulation W. You can rest assured it 
will be soundly administered if that is done. 

If the Government wants to administer RFC without 
mink coats and other accessories, let it draft wholesale 
credit men and bank credit men and you can rest assured 


the job will be well done. 


If the Government wants to present a fair and honest pic- 
ture to its people of its fiscal operations, let it call upon the 
American Institute of Accountants to furnish accountants of 
such character that they will insist upon a certified govern- 
ment balance sheet that is honest and informative. 

Iz the Government wants to pursue a procurement policy 
that is economical, let it turn to the Purchasing Agents Asso- 
ciation and draft some of the best buyers in the country. 

If the Government wants to avoid a duplication of its in- 
ventories and excess buying, let it turn to Controllers Insti- 
tute for men whose whole business throughout their life is 


to watch these items. 


If the Government wants to be fair in its renegotiation of 
contracts, let it call upon the Cost Accountants to furnish 


the personnel. 


Follow a program of this kind and you will get good fi- 
nancial government, but you will not build up a political 
machine and you will not lend a willing ear to cronies or to 


political hacks. 


HENRY H. HEIMANN, executive manager, the National 
Association of Credit Men, in the Monthly Business Review. 


ords and forms and through planning the 
logical flow of the record-keeping and ap- 
proval procedures among departments and 
departmental sections. Such forms, and the 
instructions regarding the flow of record- 
ing and approval procedures, are often 
incorporated in “procedure manuals.” A 
great deal of progress has been made in 
recent years in improved design and plan- 
ning of record procedures, particularly 
from the viewpoint of utilizing modern 
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them to record data promptly, accurately 
and at minimum cost. It should be so 
constructed that proper handling would 
necessitate adherence to established con- 
trol procedures, thereby providing a de- 
gtee of internal check within the form 
or record. In the case of forms, blanks 
for authorizations and approvals relating 
to the various steps of the transactions, 
the alignment of the data to facilitate 
arithmetical verification, and proper rout- 
ing instructions are all examples of con- 
trol which may be provided by proper 

(Continued on page 472) 
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A REPORT ON THE CONTROLLERSHIP FOUNDATION’S NEWEST STUDY 


Management Planning for Corporate Taxes 


Edward C. Hunt 


What is the responsibility of management and of con- 
trollers with respect to the impact of Federal income taxes 
upon business? ; 

Are the conditions under which business works so changed 
by the presence of heavy income taxes that managers must 
expect to give the tax factor a good deal of attention in mak- 
ing decisions to guide the operations of their firms? 

What do business organizations actually do with respect 
to income taxation? 

How do they deal with the issues and the uncertainties of 
the tax picture? 

Do they ignore them and operate without attention to in- 
come taxes until the return is filed or is there some way, or 
ways, in which they try to adjust to the situation? 


This broad management area of taxes was investigated for 
Controllership Foundation by the School of Business of the 
University at thine. The research team, under the direction 
of Professor William J. Vatter, interviewed scores of controllers 
and other officers of business corporations, tax counselors and 
public accounting firms. These interviews provided a working 
file of more than 400 case experiences. From these cases, 167 
were drawn to illustrate the Sidines of the study. 

Throughout the preparation of this report a particularly close 
working relationship existed between the University of Chicago 
research team and the panel of controllers appointed to super- 
vise the study.* This cross fertilization of experience and method 
of approach between research men and controllers has been a 
primary aim of the Foundation for the past several years. 


*List of advisors on page 454 


EDWARD C. HUNT, secretary and controller, West Point 
Manufacturing Company, Boston, is a graduate of Bentley 
School of Accounting and Finance and Northeastern Univer- 
sity School of Law (LL.B.). He received his CPA certificate 
(1932), was admitted to the Massachusetts Bar (1937) and 
to the Federal Bar (1940) as well as the U.S. Tax Court. 
He is a member of American Institute of Accountants, 
National Association of Cost Accountants, Tax Executives 
Institute and Controllers Institute. He served as vice pres- 
ident of the Boston Control of the Institute, 1950-51. 
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T IS BECOMING APPARENT that as income 
l taxes become an increasingly larger per- 
centage of earnings, they must eventually 
have some effect on the actual manage- 
ment of business enterprises. When an 
income tax is small it may have little more 
effect on management than any other 
minor and routine item of operations; 
but when tax rates rise to the levels now 
in effect, the camel is within the tent, and 
his presence is obvious in every part 
thereof. 

What are some of the management 
problems raised by today’s income tax 
environment? 

W hat are some of the ways in which tax 
mistakes within a company's management 
may serve management by setting the 
Stage for a proper evaluation of tax-de- 
termining methods and procedures? 

How do leading companies take tax ef- 
fects into consideration in making deci- 
sions? y 

What are some of management's prev- 
alent attitudes toward the Sond income 
tax which affects business decisions? 

How does management insure that at- 
tention is given to the problems and im- 
pact of federal income taxation? 


The answers to these questions lie at 
the heart of the management problem of 
taxes. The writers of this Foundation re- 
port have specifically avoided presenting 
any formulas for tax minimization. They 
have instead presented a broad picture of 
how successful managements deal with 
tax problems. The controller can draw 
from this pool of experiences to supple- 
ment his own experiences with tax prob- 
lems. 


THE PROBLEM OF MINIMIZING TAXES 
Events in the life of a corporation that 
demand attention to income tax angles 
fall naturally into three categories: (1) 
cases in which the tax consequences de- 
termine the method of accounting to be 
used or the forms and procedures to be 
followed; (2) cases in which the manner 
of carrying out or implementing a man- 
agement decision is determined by tax ad- 
vantages ; and (3) cases in which the man- 
agement decisions are effected by, or are 











made with recognition of, the tax factor. 

In the first and second categories the 
controller or the tax administrator usu- 
ally assumes the initiative and responsi- 
bility. In these areas the tax problem 
entails scrutiny of the methods used in 
executing top policies and the procedural 
aspects of accounting. The authors of the 
report first turned their attention to these 
areas of tax administration. 


SHIFTING AND POSTPONING 
FOR ITS OWN SAKE 

Shifting the impact of accounting de- 
cisions from one year to another, or post- 
poning it indefinitely, may result in sub- 
stantial tax savings. 

There are many times when a shift 
from the FIFO to the LIFO method of 
inventory valuation minimizes tax liabil- 
ity. As an example, take the case of a 
fabricator of steel products: 


In 1947 a fabricator of steel products 
carefully considered changing over to the 
LIFO method of inventory accounting. 
The company had built up a reasonable 
base inventory of steel over a period of 
years and deemed it inevitable, in view of 
constantly increasing labor costs (both 
direct and indirect, including insurance 
and pensions), that steel prices would 
continue to increase. Therefore, with a 
viewpoint to stabilizing earnings of sub- 
sequent years by matching steel costs with 
prices used in its job estimates, the com- 
pany switched to LIFO. The fact that it 
could take a Federal income tax deduc- 
tion for the amount of the inventory ad- 
justment was a prime factor in the de- 
cision to make the change. The adoption 
of LIFO in 1947 meant a drop of approxi- 
mately $60,000 in earnings before income 
taxes for the year, a reduction in income 
taxes of approximately $23,000, and a net 
reduction in income of $37,000. 


Inventories are, of course, not the sole 
area in which shifting can occur. Fre- 
quently the change from a cash to an ac- 
crual basis of accounting, or vice versa, 
may prove beneficial. For instance, several 
years ago a transportation company 
changed its method of handling vacation 
pay to an accrual basis. The pay roll of 
the company is expanding from year to 
year. The amounts involved in the change 
to an accrual basis were large enough to 
postpone approximately $1 million in fed- 
eral income taxes. 

The research team found that tax con- 
siderations did not greatly affect account- 
ing for the general run of long-term as- 
sets. Carefully kept records will, of course, 
prove invaluable in defending decisions to 
charge items to re rather than capi- 
tal, or to use unit depreciation rates rather 
than composite rates. Decisions as to the 
life span of assets and the annual deprecia- 
tion charge may prove to be wrong under 
tomorrow's changed conditions. For this 
reason, most of the companies investi- 
gated emphasize efforts to save today’s 
tax dollars. 











“My advice is, henceforth don’t go into the 
wrapping department and argue politics!” 


SHIFTING AND POSTPONING 
TO TAKE ADVANTAGE OF 
CHANGING TAX RATES 


There may be chances for real savings 
in aggregate income tax over a period of 
years because of changing tax rates. 

During the latter _ of 1950, many 
companies anticipated increases in both 
federal income tax rates and excess prof- 
its taxes in future years. Therefore they 
operated so as to take up as much con- 
trollable income as possible in 1950, and 
to defer controllable expenses until fu- 
ture years. 

The authors of the report found the 
following representative means used to 
achieve this cae, acceleration of pro- 
duction and shipments to decrease the 
backlog of unfilled orders at the end of 
1950; deferment of major repairs and 
maintenance items until 1951; postpone- 
ment of legal, advertising, accounting, 
and other professional service costs un- 
til after the close of 1950; reduction of 
the acquisition of supplies or other items 
not ordinarily inventoried, near the end 
of 1950, with an increase to normal ac- 
quisitions levels in 1951. 

The report points out that real savings 
can be obtained if inventory activities are 
properly matched with years to take ad- 
vantage of shift in the tax rates. Some- 
times desirable changes in accounting pro- 
cedures are postponed because of income 
tax considerations. At other times, the re- 
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port finds, a matter that has been tempora- 
rily shelved suddenly assumes tremendous 
importance because of marked shifts in the 
tax picture. The authors conclude that, re- 
post “se of the nature of the problem, 
very few accounting decisions involving 
the timing of inventory activities are made 
without considering the trends of prices 
and tax rates. 


ACCOUNTING METHODS 
PROCEDURES AND FORMS 


By reason of his interest and back- 
ground the controller or other chief ac- 
counting executive possesses the technical 
competence that is important in the list of 
qualifications for the officer charged with 
over-all administration of the tax function 
in the modern corporation. Technical com- 
petence implies, among other things, a 
thorough knowledge of concepts and 
standards and the ability to place in the 
best form taxwise, adequately supported 
by objective evidence, the financial operat- 
ing picture of the firm. Continuing atten- 
tion to the detail of daily activities is 
needed to insure that the accounting de- 
cisions do not jeopardize the well-being 
of the company. Tax dollars may be need- 
lessly surrendered, the report writers point 
out, because of the failure to watch con- 
stantly the procedural aspects of record- 
ing and presenting information, matters 
which at first glance seem devoid of tax 
implications. 
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DECISIONS ARISING AT THE 
TIME OF CREATION OR LIQUIDATION 
OF A CORPORATION 

The creation of a corporation, its liqui- 
dation and the relotionsil of parent and 
subsidiary abound with opportunities for 
planning for tax savings. Although the 
problem is complicated and the facts sur- 
rounding each case are different, a good 
deal can be learned from the experience of 
others. 

These are some of the ways which the 
research team found management had 
saved tax money (none of the following 
are ‘‘principles’’—they are merely short 
references to detailed cases contained in 
the report) : 


1. By financing with bonds or notes 
rather than stock; 

. By acquiring an unprofitable company 
and taking a tax advantage of the 
post-operating losses of the company; 

. By purchasing the capital stock of an 
unprofitable company rather than buy- 
ing the assets; 

4. By merging a number of subsidiaries 
into one subsidiary ; 

. By absorbing a subsidiary company 
into the parent; 

5. By merging a middle subsidiary into 
a bottom subsidiary ; 

. By distributing in liquidation pledged 
stock to the stockholders subject to 
the indebtedness ; 

. By carefully considering the Mgnner 
in which a corporation was created 
out of a partnership; 

. By carefully selecting the method of 
disposing of a subsidiary company; 
and 

. By planning the timing of the liqui- 
dation of a subsidiary. 


The decisions which arise at the time 
of creation or liquidation of a corporation 
are affected in many ways by taxes. A 
rounded picture of the implications of this 
problem area can be obtained only by 
examining the many cases contained in the 
full report. 


TAX EFFECTS AND DECISION MAKING 


Up to this point the authors have 
focused on describing the steps which 
companies can take to save money for the 
coneee by carefully considering the tax 
implications of the way in which a transac- 
tion is made and the method of reporting 
transactions. There is however a further 
aspect of planning for corporate taxes. 

How have companies saved tax money 
by considering the tax factor as a part of 
the business decision before the decision 
is made? 

The authors of the report examine the 
ways in which the decisions of manage- 
ment involve tax effects and how business 
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DON’T TREAT STATE TAXES AS A STEP-CHILD 

Because federal tax rates are high, many businessmen 
treat state taxes with indifference, minimizing their impact 
with the feeling that “Uncle Sam pays most of the state 
taxes anyway.” 

A caution that state taxes should not be treated lightly 
was issued recently by Leo Mattersdorf, technical advisor to 
the National Committee on State and Local Taxation of 
Controllers Institute. Declared Mr. Mattersdorf: 

“In my opinion, it is a mistake to take this attitude. In 
the first place, we are not assured that state taxes will stay 
at their present comparatively low level. It seems to me 
that as inflation takes its toll, either present state taxes will 
be increased or new sources of revenue will be sought to 
balance state budgets. 

“In the second place, and perhaps most important, is the 
fact that, in many instances, precedents will be set because 
state tax forms are filled out in a haphazard fashion. This 
will prove detrimental to the taxpayer at a later date. 

“It is a rather poor argument when a later return is ques- 
tioned because of a different position taken by a taxpayer, 
to say to state tax officials that the situation in question has 
not really changed, but that the earlier returns were prepared 
as they were because Uncle Sam was paying most of the 
taxes, and therefore, it made little difference anyway. After 
World War II, quite a few taxpayers regretted that they 


took such an attitude.” 


managers have taken such effects into ac- 
count in making decisions in the following 
areas: inventory and purchasing; wages 
and personnel ; sales and credit ; financing ; 
investment; fixed assets; legal forms of 
organization; and miscellaneous. 

Within the space limitation of an arti- 
cle it is not possible to do justice to all 
these areas in which decisions of man- 
agement involve tax effects. Business de- 
cisions and the tax effects are complicated, 
and any attempt to ~~ over the details 
of the problem tends to remove it from 
reality. 

Once the method of inventory reporting 
has been selected, for instance, in what 
kinds of decisions is the tax factor an im- 
portant consideration? 

The authors point out that companies 
have found it profitable to consider the 
tax angle when making decisions vol a 
chase inventory, process a new product, 
select a method of writing off obsolete 
items, and choosing a method of physically 
handling inventory items. 

In the wage and personnel area, com- 
panies have found it profitable to con- 
sider tax implications when making de- 
cisions about wage negotiations and 
settlements, bonus and premium payments, 
efficiency plans and pension plans. 
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Bringing the tax factor into decision 
making in the sales and credit area has 
proved profitable in a number of situa- 
tions. The authors describe experiences 
relating to timing shipments near the end 
of the fiscal year; contracting for trade-ins 
or exchanges; timing patronage discount 
credits; expanding and contracting sales 
effort; setting prices; and budgeting for 
sales. 

Companies have saved tax dollars by 
considering the tax factor in decisions to 
buy, construct, retire or replace plant 
assets in a wide variety of situations. The 
research team gathered cases which clearly 
illustrate the benefits of tax planning in 
the following kinds of decisions: 


1. The timing and method of purchasing 
equipment ; 

2. Purchasing a source of supply; 

3. Distributing assets ; 

4, The method of acquiring assets ; 

5. Purchasing or Leasing; and 

6. Disposing of fixed assets. 


As an example, the case of a specialty 
manufacturer is highly significant: 


7 oe | 





A specialty facturer cl each 
outlay for capital equipment in one of 
two categories. The first included ex- 
penditures required to maintain the de- 


(Continued on page 454) 
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sired level of technical efficiency for the 
plant as a whole. Management generally 
disregarded the tax angle in evaluating 
the desirability of these outlays. 

By contrast, proposals for outlays in 
the second category of expenditures re- 
lated to plant and equipment outlays in- 
tended to raise the level of efficiency or 
output above the present or “normal” 
situation, were reviewed with great care 
by management. The cost accounting and 
engineering departments provided esti- 
mates of the savings or other advantages 
that would accrue from the proposal. 
These figures, expressed in dollars, were 
then reviewed by the controller, who cut 
the final dollar advantage for the new 
equipment by 50%. 

This 50% was a bit arbitrary, but it 
took into account the income tax effect, 
as well as minor items such as imputed 
charges for interest, insurance, and the 
like. 

The effect of this is seen more sharply 
from another viewpoint. Before World 
War II, the company had considered fa- 
vorably some capital expenditures that 
might “pay out” in six years. The effect 
of the adjustment mentioned above was 
that unless an outlay would yield ad- 
vantages sufficient to cover its cost in 
three years or less, the management re- 
jected the proposal. 


MANAGEMENT ATTITUDES 

Operating a business in the ‘tax en- 
vironment” creates management attitudes. 
These attitudes in turn exert considerable 
influence on how a business decision is 
made in a particular company. Four man- 
agement attitudes are prevalent: (1) The 
attitude of indifference; (2) the philoso- 
phy of extravagance; (3) the attitude of 
militant self interest; and (4) a com- 
promise attitude of considering taxes as 
a strategic factor in business operation. 


THE ATTITUDE OF INDIFFERENCE 


Some executives were found who be- 
lieve that taxation is a necessary evil, 
about which very little can be or should 
be done in the operation of a business. 
Others felt that taxes should be treated as 
secondary factors in management. 

One executive indicated that manage- 
ment made its decisions on the basis of 
the necds and the practice of the business 
without regard to taxes. Occasionally the 
public accountant retained by the firm 
would call attention to situations in which 
the taxes might have been saved, or to 
ways in which the provisions of the tax 
law might be us<d to the advantage of the 
company in meeting some of its problems. 
Only rarely did these questions change 
the intentions of the management or the 
choice of methods to carry out a plan. 


THE PHILOSOPHY OF EXTRAVAGANCE 

This is perhaps a corollary to the atti- 
tude of indifference or a more extended 
manifestation of the reaction to the seem- 
ing hopelessness of the tax situation. The 
philosophy of extravagance was observed 
in the reactions to the excess profits tax of 
World War II when frequent reference 
was made to the 15-cent dollar on mar- 
ginal decisions. 

The report writers po/nt out numerous 
examples of this philosphy. Controllers 
were evidently much disturbed over the 
fact that certain types of cost were not re- 
ceiving the attention they should, and 
they expressed concern that high break- 
even points put their firms in vulnerable 
positions should basic economic condi- 
tions shift even slightly. 

Even more important than this is the 
fact that the philosophy of extravagance 





is essentially a short-run view which may 
be difficult to keep within short-run limits. 
Over a period of time the willingness to 
tolerate excess costs tends to become habit- 
ual and the attitudes and practices built 
up over a period of high tax rates may be 
extrem<ly difficult to reverse or even re- 
duce if tax rates fall or if economic condi- 
tions become unfavorable. 


THE ATTITUDE OF 
MILITANT SELF-INTEREST 


In some companies over-emphasis on 
taxes was found. This took the form of 
construing all doubtful issues as favorable 
to the company, adopting a short-run ap- 
proach to tax problems, and contesting 
tax matters beyond the limit of the money 
involved in the particular case. 


AGGRESSIVE INTEGRATION OF 
THE TAX FACTOR WITH 
OTHER BUSINESS FACTORS 


There is, of course, a compromise po- 
sition which avoids the extremes of the 
three attitudes previously described. It 
does not involve concession of futility of 
planning for tax liability; it does not 
allow tax considerations to undermine 
management efficiency; and it does not 
attempt to minimize tax payments down 
to the point where the cost is higher than 
the savings. 

This compromise attitude is simply one 
of considering the tax factor as one of 
the many factors which effect the making 
and carrying out of business decisions. 
More and more managements are striving 
to attain the “proper balance’ among the 
variables that make up good business 
judgment. Something of this viewpoint is 
illustrated in the following case: 

(Continued on page 470) 
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The Controller's Part in 
Executive Incentive Compensation 


Arch Patton 


E Co CONTROLLER—already carrying a 
staggering load in many companies—is 
likely to find his responsibilities further 
increased by the rapid growth in the num- 
ber of executive incentive compensation 
plans. 

An analysis of 411 company reports to 
the Securities and Exchange Commission 
showed that the number of bonus plans 
had increased 100 per cent between 1945 
and 1949. Since that time the number has 
continued to grow, until today it is likely 
that one out of every two companies with 
shares listed on the New York Stock Ex- 
change has some sort of executive bonus 
plan. 

To be sure, the mere fact that a bonus 
plan has been adopted by a company does 
not add new chores for the controller. 
Many such plans involve bonus payments 
to executives based on their salaries, the 
salaries of those reporting to them or some 
other relatively automatic yardstick. These 
mean little extra work for the controller— 
and, in the opinion of many, provide little 
extra incentive for executives! 

It is the true incentive bonus—which is 
paid to the executive on the basis of his 
contribution to profits each year—that 
adds to the cntcia’s burden. As a major 
supplier and interpreter of facts for man- 
agement, the controller must provide 
much of the tangible evidence used to 
evaluate the contribution to profits of in- 
dividual executives. 

This new function will add materially 
to the controller's stature as a member of 
the management team. In addition to pro- 
viding the data that enable the operating 
executives to know what is going on in 
their own area of responsibility, he will 
more and more provide yardsticks to be 
used by top management in assaying the 
performance of other key executives. 

Small wonder, therefore, that the finan- 
cial vice president of one of America’s 
largest companies recently commented, 
“The controllers in our organization have 
had the biggest salary increases during the 
past decade of any major management 
function. The reason is simple: no other 
function has contributed so much to man- 
agement as the controller.” 


A survey of executive incentive prac- 
tices covering nearly 50 companies made 
by the writer indicated that one of the 
principal causes of failure of bonus plans 
generally was the inability—or unwilling- 
ness—of management to make an attempt 
to measure the contribution of individual 
executives to company profits in deciding 
the amount of the bonus. This study 
showed that there were also many other 
causes of failure where incentive compen- 
sation plans were concerned. Among the 
most important were: 


1. The bonus was too small. When 
it averaged below 30% of salary in a 
good year, incentive value was lost. 

2. The bonus fund was not related to 
profits. In other words, the executives 
could not be sure what they were work- 
ing for. Frequently, bonus allocations 
were arbitrary, not a continuing force. 

3. Company organization setup made 
it difficult to put a finger on those ex- 
ecutives who were contributing to 
profits in greater measure than their 
fellow executives. 

4. Top management made no effort 
to establish a “climate” in which incen- 
tive compensation could be expected to 
work. 


However, it was generally agreed that 
well-thought-out company policies would 
eliminate many of the difficulties arising 


in these four problem areas. In any event, 
they lend themselves to positive corrective 
action by management. 

But the problem that no amount of top- 
level planning or ingenuity can completely 
eliminate is that of adequately measuring 
executive contribution to company profits 
in allocating a bonus. In fact, there is 
reason to believe that the application of 
strictly mechanical yardsticks to the meas- 
urement of contribution frequently causes 
more problems than it corrects. 


PROFIT SHARING VS. 
INCENTIVE COMPENSATION 

Analysis of a large number of bonus 
plans indicates that a majority involve 
what might be termed profit-sharing rather 
than incentive compensation. Both gen- 
erally vary with company profits. How- 
ever, the so-called profit sharing plan as- 
sumes a relatively static relationship be- 
tween the contribution to profits of the 
various executives. It, hehe measures 
the bonus allocation in terms of salary, 
total compensation of subordinates or 
some other mechanical yardstick. Incentive 
compensation, on the other hand, attempts 
to pay a bonus on the basis of individual 
contribution to profits in a given year. In 
such a plan, the criterion is the relative 
profit contribution, not the salary, or po- 
sition held. 

Under the average profit-sharing plan, 


ARCH PATTON is with the management consulting firm of 
McKinsey & Company, New York. He has had extensive con- 
sulting experience in marketing and executive compensa- 
tion work. In the latter, he has pioneered in the use of 
S.E.C. salary data, acting as consultant to the American 
Management Association in their recent executive compen- 
sation survey. Previously Mr. Patton was for some years 
vice president in charge of merchandising and advertising 
for the Wilbur-Suchard Chocolate Company, and prior to 
that, assistant to the president of R. Hoe & Company, Inc. 
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STOCK OPTIONS HELD ANTI-INFLATIONARY 
Restricted stock option plans are anti-inflationary and 
therefore not subject to regulation by the Salary Stabilization 
Board, spokesmen for several business firms told a panel of 


the board recently. 


The panel was appointed to make recommendations as to 
how stock options should be handled under the defense pro- 


duction act. 


Witnesses contended that option plans offered by their 
companies encourage savings, spread incentive for higher 
production, and do not constitute additional compensation. 

A restricted option plan, to qualify for tax advantages un- 
der the revenue act of 1950, must require that executives or 
other employes buying shares at below-market prices under 
the plan keep the stock a specified minimum length of time 
after exercising the option. Profits on taking up such options 
then are subject to the capital gains rather than to higher 


personal income tax rates. 


Turn to “Paging the New Books” (page 478 of this issue) 
for related reading in the review of “Executive Pay Plans.” 


two executives earning $25,000 would 
probably each be paid the same bonus. But 
under an incentive compensation plan it 
would be entirely possible for one to get 
no bonus—or a small one—while another 
executive whose salary was also $25,000 
might receive a bonus of $50,000 or more. 
The difference between the bonuses paid 
under such circumstances would, in most 
instances, measure the top management's 
evaluation of contribution to profits by the 
two executives. 

There has been a notable increase in the 
number of incentive-type bonus plans. The 
greater-than-average growth of those com- 
panies with successful incentive compensa- 
tion plans has stimulated this trend. But 
all too nit? age incentive compensation 
plans overlook the need—implicit in an 
incentive bonus—to compare the rel- 
ative performance of individual execu- 
tives, to measure their contribution to 
profits. 

It is not unusual in many companies to 
find an executive whose responsibility of- 
fers greater opportunity to affect profits 
actually contributing relatively less to net 
income than a lower paid executive. It is 
just such a condition that incentive com- 
pensation is designed to disclose—and cor- 
rect. 

Unlike the usual profit-sharing bonus 
arrangement, incentive compensation de- 
mands that the relative performance of ex- 
ecutives be compared, for their bonuses 
are expected to vary with their contribu- 
tion. The opinion top management may 
have of an executive's share in creating net 
income must be backed up by all available 
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factual data, if the plan is to be successful 
—and productive. Unsupported opinion 
too frequently becomes personal bias and 
undermines executive confidence in the 
fairness of the evaluation technique. 


THE CONTROLLER'S FUNCTION 

Here is where the controller steps into 
the picture. It becomes his responsibility 
to develop yardsticks that can be used to 
provide some measure of contribution to 
profit by key executives. 

The measurement of contribution is ad- 
mittedly extremely difficult. The poor re- 
sults attained by many companies that 
have made the effort indicate that it is an 
art rather than a science. Yet the need for 
facts is clearly recognized. Such tools, 
however, need to be used with discretion 
in arriving at judgments of individual per- 
formance. Time—years of use—appears to 
be a major element in developing the art. 

A decentralized company, with separate 
divisional operating units, offers a reason- 
ably solid foundation for measurement. It 
is not overly difficult to assay the relative 
contribution to over-all profits of each 
division within the company, thus provid- 
ing a tangible starting point. Since these 
operating divisions yield a measurable pro- 
portion of total profits, they also provide 
an easily understood means of dividing up 
the bonus. However, treatment accorded 
new divisions that may be losing money, 
for example, requires a great deal of 
judgment aside from profit and loss re- 
sults. Top management obviously antici- 
pates benefits from the new division in 
time. Therefore, the decision to pay a 
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bonus to divisional management in such a 
case depends on factors other than im- 
mediate profit. 

In general, those companies that use a 
divisional basis for sharing the bonus have 
found that greater incentive is provided 
when this concept is slightly modified. 
One successful variation is to allocate a 
greater proportion of the available bonus 
to divisions whose profits increase more 
than average, a relatively smaller propor- 
tion to divisions with below-average prof- 
its. 

The point is that the principle of alloca- 
tion by divisional profits may be sound, 
but the practical application of the prin- 
ciple requires judgment in sizable doses. 

The controller, of course, becomes a 
potent factor in decisions bearing on the 
allocation of bonuses to divisions within 
a company. He is familiar, for instance, 
with divisional profits that may be in- 
creased or decreased by changes in over- 
head allocations. Having had a hand in 
shaping such decisions, it is his responsi- 
bility to keep top management aware of 
such fluctuations in actual profit contribu- 
tion. 

Functionally organized, single product 
companies, of course, do not permit such 
a dollar and cents evaluation of profit 
contribution. And even the p allaelh wae 
divisional-type company soon reaches the 
functional level where contribution be- 
comes difficult to measure. It is at this 
point that the controller, surveying the 
problems involved in setting up a sound 
incentive plan, comes to appreciate the im- 
portance of judgment in the administra- 
tion of any bonus. 

For example, how far down in the 
organization should a bonus be paid ? This 
can be crucial. If a bonus is paid to too 
many, the size of individual payments may 
be reduced below the “incentive point,” 
and productivity per dollar paid seriously 
reduced. If paid to too few, the bonus 
may not cover enough of the decision-mak- 
ing executives to build secondary strength 
within the organization. 

The answer of those companies that 
have grappled with this question seems to 
be: The bonus group should reach as far 
down as important, independent decisions 
are made, and the profit margin permits. 
This will, of course, vary from industry to 
industry, and company to company. The 
profit margin poses another question in it- 
self, for in effect it asks how much the 
“seed money” of the bonus can be ex- 
pected to yield to the company’s net profit 
harvest. 

The number of independent and poten- 
tially expensive decisions—particularly 
those made by middle management—are 
a real consideration in assaying the inher- 
ent value of the incentive bonus. Studies 
of a large number of companies indicate 
that most successful bonus plans are found 
in strongly competitive sihaatitin requir- 
ing creative executive talent of a high or- 

















der. These industries—automotive, tex- 
tile, department store, chain store, and the 
like—involve a relatively large number of 
important decisions made at the middle 
management level, with a comparatively 
high dollar risk, that succeed or fail in a 
relatively short time. 

At the other extreme are the public util- 
ity, petroleum, and the nonferrous metal 
industries, among others, involving large 
capital investment. Here important de- 
cisions are generally centralized at the top 
(and often decided in committee), and 
frequently take years to “‘prove out.” 

The reason for the two extremes ap- 
parently lies in the intensity of on 
tion in terms of investment. Automobiles 
and textiles are competitive in manufac- 
ture and styling, while the public utility 
and petroleum industries have such huge 
investments in plant that technological 
changes come slowly—hence competition 
is more limited. The latter industries have 
few bonus plans with a long experience 
record behind them. 

To illustrate the problems facing the 
controller attempting to provide top man- 
agement with yardsticks for judging con- 
tribution, let us take a typical organization 
chart and see what can be done to measure 
functional performance. 


NO COMMON DENOMINATOR 


The first thing that is obvious in the 
usual organizational setup—with sales, 
manufacturing, engineering, accounting, 
and industrial relations—is that no com- 
mon yardstick is available. Each function 
requires more or less separate measures, 
with practically no opportunity for com- 
paring, say, the effectiveness of the sales 
function directly with -the production 
function. 

If any common denominator between 
functions does exist, it is the budget. Even 
here the value of the measuring tool is 
weakened by a basic limitation: only ex- 
pense budgets provide any common meas- 
ure between functions. This means that 
the dynamic aspects of a business—its 
sales pulsations—are compared in nega- 
tive terms: expense! 

Thus a good ae sales budget, on 
which all other budgets depend, becomes 
a key to judging executive contribution to 
profits. If the sales budget is too high—or 
too low—the basic measurement of execu- 
tive contribution is obscured. A too-low 
sales budget, for instance, might make the 
Sales Department look good. But, because 
upward revisions in a sales budget un- 
favorably affect manufacturing costs, it 
could upset the Production Department 
budget and increase its costs. 

Essentially the budget is a device that 
enables management to set goals and 
measure performance in relation to those 
goals. Deviations from standards alone 
cannot be used as a basis for judgment, of 
course, since the relative performance of 


the various functions plays an — 
part in the results. Thus, when production 
costs are increased because of poor sales 
forecasting, the fault hardly lies with the 
manufacturing executives. 

Planning ability is one of the key top- 
management skills. The budget offers a 
reasonably clear-cut measure of this skill. 

As every sophisticated controller knows, 
the element of judgment in assaying ex- 
ecutive performance—whatever the yard- 
stick—is extremely important. In fact, the 
evidence is rather clear cut that years of 
experience, testing and analyzing every 
conceivable management measure, alone 
will provide the maturity of judgment es- 
sential to a successful gauging of indi- 
vidual profit contribution. 

Integrated budgetary control is ele- 
mental in a good bonus plan. But sound 
judgment on the part of top management 











—that the controller's facts can augment 
—is equally necessary. 

What factual yardsticks can the control- 
ler utilize to measure the relative perform- 
ance of individual executives? This will, 
of course, vary from function to function. 
But if we assume a company has the func- 
tions mentioned before—sales, manufac- 
turing, engineering, industrial relations, 
and accounting—the yardsticks used by 
the controller to provide some measure- 
ment of executive contribution to profits 
might look something like this: 


MEASURING THE 
SALES FUNCTION 

One of the most important contributions 
a sales department can make to over-all 
company profits is sound sales forecasting. 
This is particularly vital in industries 
where manufacturing involves expensive 




















Illustration from an article entitled Executives’ Pay Dirt: How can they strike it today?” published 
in MODERN INDUSTRY (June 15) by permission of the editors and the artist, Doug Anderson. 
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machinery setup, inventory problems are 
complicated by violent raw material se 


changes, or fluctuations in the labor force 
materially affect costs. The sales forecast 
in such cases that is either overoptimistic 
or overpessimistic virtually guarantees in- 
creased costs for other departments. 

Selling is essentially a creative function. 
This means a substantial element of judg- 
ment is even more essential than would be 
the case, say, in manufacturing. For in- 
stance, advertising effectiveness requires 
constant checking. And all too frequently 
this department checks itself, hence can 
hardly be expected to be overly critical. 

A detailed budget, by product and by 
territory, would be the starting point. This 
would include profit estimates, by prod- 
ucts, that would be a major ingredient in 
any judgment of sales results. It is not 
enough to meet the total sales budget in 
a multi-product line, for some products 
are more profitable than others. It is the 
“mix'’—of high-profit, low-profit items— 
that counts, for it is this relationship that 
produces the final net profit. 


& 





Similarly, some territories are more, or 
less, expensive to sell. Here again, the 
“mix” set in the budget becomes a potent 
element in judging results. Or certain var- 
iable expenses may be reduced or increased 
from budget to further influence the final 
profit record of the sales department. 

The use of standards for expenses, pre- 
determined for different sales volumes, 
provides a realistic yardstick. Variations 
from standards—cither over or under— 
immediately raise questions that reflect on 
sales management's skill in handling its 


responsibility. 


MEASURING THE 
MANUFACTURING FUNCTION 

The yardstick that is laid against the 
manufacturing operation seeks to measure 
the effectiveness of management in several 
directions: 

1. The cost per unit—by product—in 
terms of budgeted sales. (An increase 
in cost might be good or bad, depending 
upon the situation; again the element of 
judgment.) 





HOW TAXES AFFECT EXECUTIVES 

Because the influence of taxation on executives is one of 
the major effects of taxation on business, two recent publi- 
cations of the Division of Research of Harvard Business 
School on the effects of taxation—(a) on executives and 
(b) on executive compensation and retirement plans—will 
hold interest for corporate controllers and financial officers. 

The first of the two texts, ‘Effects of Taxation on Execu- 
tives’ ($3.25) by Thomas H. Sanders, Professor of Ac- 
counting at Harvard University, deals with taxes and their 
effects on the executives’ efforts, the intensity and duration 
of their active business careers, their retirement, and their 
struggle to achieve personal financial competence. 

Both the material presented and the conclusions reached 
in this study are based primarily upon personal interviews. 
The book's major contribution derives from its descriptions 
of executives as complex human beings subject to a variety 


of conflicting motivations. 


The second volume, “Effects of Taxation on “Executive 
Compensation and Retirement Plans” ($4.25), is by Challis 
A. Hall, Jr., Assistant Professor of Economics at Yale Uni- 
versity. It is primarily a study of the effects of federal taxa- 
tion on the use and conditions of deferred-type compensa- 
tion plans for executives in large corporations, and of the 
economic effects arising from them. 

The two studies are part of the series arising from the re- 
search program on the effects of taxation on business con- 
ducted through the Harvard Graduate School of Business 
Administration, financed by a grant from the Merrill Foun- 
dation for Advancement of Financial Knowledge. They are 
available from the Harvard Business School, Division of Re- 
search, Soldiers Field, Boston 63, Mass. 
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2. The quality of output. (Since quality 
can be too high, as well as too low, the 
element of judgment again is interjected.) 

3. The meeting of delivery schedules. 
(There is the need to balance sales de- 
mands and production needs.) 

4. The utilization of facilities. ( Skillful 
use of equipment means lower cost, inept 
use at today's high volumes could mean 
lost sales.) 

There are many measures possible un- 
der these heads. The flexible budget offers 
a good starting point, with controlled and 
fixed expenses subject to analysis by varia- 
tion, Quality can be checked by spot in- 
spection, customer complaints; as can de- 
livery schedules. 

The utilization of facilities is particu- 
larly critical in mass-production industries. 
Mistakes in planning can add materially to 
costs, for new installations involve a time 
and cost element today that cannot be 
counted on. The meanadadien executive 
who plans new facilities must rely heavily 
on forecasts of the sales executive. 


MEASURING THE 
ENGINEERING FUNCTION 


Engineering, one of the most difficult 
functions in which to measure results, is 
sO important to many industries that in- 
tensive effort is worth while. The budget, 
of course, is a starting point. Expense, by 
projects, can be analyzed and interpreted. 

The development of cost-saving equip- 
ment, tools, or methods would it 
tangible profit contributions. 

Results are the payoff. Time and ex- 
pense are both secondary if the final de- 
velopment outstrips competition. Judg- 
ment is extremely important in measuring 
the effectiveness of this function. But many 
companies, like’ du Pont, have made en- 
gineering pay handsome dividends by in- 
telligent measurement of contribution. 
The dual bonus plan—awarding execu- 
tives and nonexecutives for their individ- 
ual contributions to profitable operation 
—has been an important element in this 
result. 


MEASURING THE 
INDUSTRIAL RELATIONS FUNCTION 

Budgets have not been unusually suc- 
cessful in measuring results in industrial 
relations. Like engineering, the payoff is 
in results: lack of strikes or slowdowns, 
competitive labor rates, low turnover, low 
absenteeism, etc. 

These require comparable data from 
other companies in the vicinity or indus- 
try if they are to be relevant. This is not 
an insurmountable problem, for such 
checks are made by many concerns. 


MEASURING THE 
ACCOUNTING FUNCTION 

In the accounting function, again, the 
budget may not be the best measure. More 
important are decisions made by depart- 
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mental executives as a direct result of ad- 
vice given by the controller. Examples 
might be changes in selling effort from 
low margin to high margin products, shift 
in mining operations from one grade of 
ore to another. Decisions affected by 
changes in tax laws might also qualify. 

The controller's most valuable function 
is the analysis of trends within the busi- 
ness and his advice on the course of ac- 
tion to be taken. This, of course, is not 
subject to factual measurement. 

Top management should. appraise the 
controller primarily on his ability to sup- 
ply timely interpretations of events in 
other departments and his ability to assist 
them in overcoming difficulties thus un- 
covered. 

Judgment of this function might also 
be based in part on “‘project”’ completion 
schedules and costs, the elapsed time for 
working reports to reach operating execu- 
tives, etc. 


CONCLUSION 

The measurement of executive profit 
contribution might be considered as an 
application of the same concepts that are 
used in merit rating. This is not a com- 
pletely accurate description, since merit 
rating normally embraces only the respon- 
sibilities charged to the individual execu- 
tive. Incentive compensation, on the other 
hand, attempts to reward the over-all 
contribution of the individual to corporate 
prefitability, including the ‘‘plus’ con- 
tribution. 

On this basis, every means of judging 
contribution is pressed into service. Some 
companies go so far as to have executives 
keep a dossier of above and below average 
decisions and acts of subordinates (and 
this has been a reasonably successful de- 
vice). Thus when “Judgment Day’’ comes 
—when final bonus decisions are reached 


—a reasonably complete file of contribu- 
tion is available to back up factual data. 
The experience of companies with ex- 
ecutive incentive plans indicates a few 
“don'ts” that are worth remembering: 


1. Don't use a formula. Judgment is 
essential, 

2. Don't expect the incentive bonus 
plan to work by itself. You have to 
make it work. 

3. Don’t judge contribution solely by 
salary. 

4. Don't initiate an executive incentive 
plan until budgetary control has been 
developed to a point that at least 
gives the plan a fighting chance. A 
plan that fails makes ultimate suc- 
cess much more difficult. 


Companies that have developed a suc- 
cessful incentive compensation plan say 
that it practically forces better manage- 
ment. As they see it, the need for pains- 
taking reviews of individual profit per- 
formance ensures that outstanding execu- 
tives will advance more rapidly and the 
noncontributors will be more realistically 
dealt with. The careful, objective apprais- 
als of performance make it possible to 
talk over strengths and weaknesses with 
the individual executive in an atmosphere 
of constructive suggestion. In other words, 
incentive compensation becomes an im- 
portant tool in developing executives when 
properly applied. 

The controller will be a vital factor in 
the success or failure of an incentive bonus 
plan. He alone can provide the budgets 
and standards needed for realistic meas- 
urement of contribution. Indeed, his skill 
in fashioning yardsticks against which 
executive contribution to profits can be 
judged may well make the difference be- 
tween a productive incentive bonus and 
an unproductive one. 


* . * e e . e . . e 


HOW MUCH SHOULD EXECUTIVES BE PAID? 
Company policies and practices in the field of executive 
compensation are considered by four contributors to a newly 
published booklet of the American Management Asso- 
ciation. The contributors and their subjects include Mr. 
Patton, the author of the article on these pages. His contribu- 
tion to the booklet is entitled ‘‘How Much Should an Execu- 


tive Be Paid?” 


Other contributors to the booklet are Joseph B. Hall, 
president of The Kroger Company, Cincinnati (“Incentive 
Compensation for Executives: Philosophy and Practice’) ; 
Merle C. Hale, director of Salaried Personnel Activities, 
General Motors Corporation, Detroit (‘The Bonus as an 
Incentive in Management Motivation”); Brooke E. Furr, 
treasurer, McCormick & Co., Inc., Baltimore (‘‘Non-Finan- 
cial Executive Incentives: Retirement and Security Plans’). 

The booklet is available from the American Management 
Association ($1.25), 330 West 42nd Street, New York 18. 
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Are there costly 
“leaks” in your 
Order-Billing system 


1. Do you know how many separate 
writings you require to get your orders 


shipped and billed? ..............csessseeseesesseees Yes[_] No[] 


These 9 2. Have you investigated recently to see 
if writings are being made which can be 


searching 2 REL RMT TSE EA Yes] No[] 


* 3. Are the orders sent in by your branch 
questions offices or salesmen rewritten in your office? Yes[_] No[_] 


hel 4. Are shipping addresses retyped on 
er P Pore Wille. oF LAG? ssccsccerscecsscerecvisiersecone Yes[] No] 


save 5. Are these same addresses again re 


written on your tags and labels?............. f Yes[] No[] 


your firm Ra tenant 
6. Are your invoices written separately 
hundreds of from your shipping orderfs?..............0+00+ Yes[_] No] 


7. When a partial shipment is made do 
dollars! you write a new shipping order to cover 
items back-ordered? ...........:cccecscceseseseseseseees Yes(] No[] 


8. Do you write a new set of billing cop- 
ies covering each back order shipment?.... Yes[_] No] 


9. Do you post each individual invoice 
to your accounts receivable ledger?......... Yes[_] No} 








10. Would you like us to send you folders 
which illustrate a you Roar ss _ 
retyping, on original an orders, elim- 
inate posting to accounts receivable’............ Yes] No) 


If answer is “Yes”, fill in and mail to: 
1) i i i Ditto, Inc., 705 $. Oakley Bivd., Chicago 12, iil. 


TRADE MARK REG, U, S. PAT. OFF, 
DITTO, Incorporated 
705 S. Oakley Bivd., Chicago 12, Ill. 




















Mileage In, Money Out 

Trans-Atlantic airlines are now substituting kilometers for 
currencies in settling accounts, the International Air Trans- 
port Association disclosed recently in Montreal, Canada. 

The method now is getting a “trial run” on the North 
Atlantic, because of its ‘apparent success’’ for intra-Eu- 
ropean flights earlier this year, Arthur J. Quin-Harkin, man- 
ager of the IATA Clearing House in London, reported. 

Air France, British Overseas Airways Corp., and Pan 
American Airways are expected to test this system, under 
which the airlines bill each other in terms of distances cov- 
ered, he said. Distances, he explained, remain constant, be- 
ing ‘automatically weighted by coefficients to allow for 
rebates, discounts and surcharges.” 

At the end of the month, he said, ‘‘single balances for 
each company are struck by an offset of credits and debits 
and the result is rendered into terms of cash by the use of an 
average rate figure.” 

Regular accounting procedures, it was noted, require 
thousands of man-hours of checking per year to settle ac- 
counts. The present experiment has been carried out by only 
two employes and, he added, “if used officially, would have 
provided settlement in a very short time.” 

The first test was made on intra-European trips by British 
European Airways, Danish Airlines DDL, KLM Royal 
Dutch Airlines, Sabena Belgian Airlines and Swissair. About 
24,000 flight coupons—valued at 240,000 pounds sterling, 
or $672,000—were utilized in five months of testing. 

On the period's end, it was reported, “there was a dif- 
ference of only one-eighth of one per cent between the re- 
sults obtained by the distance accounting method and . . . 
the old system, while the latter was still subject to several 
weeks more of checking and rechecking.” 


Idle-Pay Fraud High 

Despite boom employment, chiselers still are mulcting 
state jobless insurance funds of nearly $5 million a year. 
About half is recovered, according to an Associated Press 
account. 

The Federal Bureau of Employment Security, in the La- 
bor Department, provides the funds for chasing down 
chiselers and prosecuting them. But the rest is up to the 
states which pay out the jobless checks. 
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In six months, the Bureau reports showed 29,644 persons 
were tripped up in fraud attempts. They had received over- 
payments of $2,253,111. Nearly 60,000 had taken more 
than $4 million in the year before that, the Bureau said. 

The figures have been kept in separate state offices until 
recently, when the Federal Bureau asked for reports and 
compiled statistics for its own information. 

During the last six months, the states have recovered just 
about half of the overpayments. A total of $1,135,283 was 
taken back from gyppers and $1,296,506 was paid back by 
those who were inadvertently overpaid. 

Thirty-five states allow administrative penalties for wilful 
misrepresentation of unemployment. Such penalties would 
deprive the claimant of future claims. 

Fines or imprisonment may be imposed at the discretion 
of the judge. 

In the last six months, there have been 3,081 convictions 
in 4,381 violations recommended for prosecution. 





, 
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Capital Airlines 


Feet Up, Head Down 

Stand, or if you prefer, lie down—but don’t sit! 

Says Dr. E. H. Christensen of the Institute of Psychology 
in Stockholm, Sweden: “Don’t be upset by the man who 
puts his feet up on the desk while at work. He has the right 
idea.” 

People who work sitting down tend to lose their efficiency 
because of that posture as the day wears on, according to 
research which Dr. Christensen disclosed to the Ergonomics 
Convention recently. (Ergonomists study the adaptation of 
industrial design to the human body.) 

Dr. Christensen said he believed the horizontal or lying 
down position now adopted for pilots of some supersonic 
airplanes is the ideal working position as regards blood pres- 
sure and circulation. 

Even the standing position is better than sitting down at 
work because the play of the leg muscles in maintaining bal- 
ance “helps the heart pump blood through the body,” he 
added. 

“In the sitting position,” he said, “especially if the seat 
is high compared with the length of the legs, this pumping 
of the muscles will not come in action and a significant 
amount of blood may accumulate, resulting in a lower filling 
pressure of the heart, decreased stroke volume, a tendency 
to decreased output and a lowered blood pressure. 

“From these results I think we are allowed to draw the 
general conclusion that the sitting position is not the ideal 
working position, and everything that can be done to dimin- 
ish the effect of blood pooling in the lower part of the body 
should be done.” —PAuL HAASE 
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Charles Z. Meyer 
Is Elected President 


of Controllers Institute 


os Z. MEYER, comptroller, the 
First National Bank of Chicago, was 
unanimously elected president of the Con- 
trollers Institute for the 1951-1952 term 
at the 20th National Annual Meeting of 
the Institute, held at the Hotel Waldorf- 
Astoria in New York from September 30 
to October 3. 
Mr. Meyer, a national director since 
1950, and a member of the Management 
Planning and Control Committee during 
the past year, became a member of Con- 
trollers Institute in 1938, holding certif- 
icate #1282. He served as General Chair- 
man of the 19th Annual Meeting held in 





President 
Charles Z. Meyer, The First National Bank of Chicago, 
Chairman, Board of Directors 
Vincent C. Ross, Prentice-Hall, Inc., New York, N. Y. 
Treasurer 
L. W. Jaeger, Avon Products, Inc., New York, N. Y. 


Assistant Treasurer 


Canada 
Edward ©. Hof, American Brake Shoe Company, New York, N. Y. Paul E. Shroads, 


Managing Director 


Walter Mitchell, Jr., One East Forty-second Street, New York 17, N. Y 
Assistant Managing Director 
Paul Haase, One East Forty-second Street, New York 17, N. Y. Ine. 


Committees Secretary 


Arthur H. Wiedeman, One East Forty-second Street, New York 17, N. Y 


Office Manager 


Chicago in September 1950. During 1949- 
1950 he was president of the Chicago 
Control. 

In World War I, Mr. Meyer enlisted in 
the Infantry and served with the A.E.F., 
1917-1918. In World War II, as Lieu- 
tenant Colonel, U.S. Army in the Office 
of Chief of Ordnance, he was decorated 
with the Legion of Merit. 

Entering the First National Bank organ- 
ization in 1912, Mr. Meyer was elected 
assistant cashier in 1930; auditor in 1932; 
and has been comptroller since 1938. 

He has been active on various commit- 
tees of the American Bankers Association 


OFFICERS & DIRECTORS 


Chicago, Ill. 


Moffets 





and the Illinois Bankers Association, and 
is currently a member of the ABA Fed- 
eral Tax Committee. He served as pres- 
ident of the Chicago ee apr of the Na- 
tional Association of Bank Auditors and 
Comptrollers, 1936-1937, and as president 
of the national organization in 1940-1941. 
In civic affairs, Mr. Meyer serves as a 
trustee of the Glenwood School for Boys; 
is a member of the Flossmoor Country 
Club (president 1947); Mid-Day Club, 
Bohemian Club, San Francisco, Heroes of 
'76, Military Order of the World Wars, 
Reserve Officers Association and the 
American Ordnance Association. 





REGION III 


Allen Lester Fowler, Day & Zimmermann, Inc., Philadelphia, s a. 
Humphrey Lloyd, Washington Properties, Inc W ashington, D. 


J. Norvelle Walker, Royal Oil & Gas Corporation, Philadelphia, Pa. 


REGION IV 


Harold A. Ketchum, Fasco Industries, Inc., Rochester, N. Y. 
sags E. Le Brocq, The Steel Company of Canada, Limited, Hamilton, Ontario, 


Alvin Kropf, R. 


National Steel Corporation, Pittsburgh, Pa. 


REGION V 


Emmett J. House, Union Planters National Bank & Trust Co., Memphis, Tenn 
Laurence D. Luey, Connors Stee: Company, Division of C. 
, Birmingham, Ala. 


REGION VI 


James B. Fenner, Electric Auto-Lite Company, Toledo, Ohio 
L. Polk & Company, Detroit, Mich. 


Ralph H. Smith, The Cleveland Electric Illuminating Company, Cleveland, Ohio 


4. V. Haybyrne, One East Forty-second Street, New York 17, N. Y 


REGION VII 


K. Porter Company, 


BOARD OF DIRECTORS 
(Regional Vice Presidents shown in italics) 


DIRECTOR-AT-LARGE 
Wm. Herbert Carr, California Packing Corporation, San Francisco, Caif 
REGION I 
Frank S. Capon, Canadian Industries, Ltd., Montreal, Quebec, Canada 
Joseph T. Foerth, The Bassick Company, Bridgeport, Conn. 
Robert N. Wallis, Dennison Manufacturing Co., Framingham, Mass. 
REGION II 
Arthur L. Boschen, Vick Chemical Company, New York, N. Y. 


Theodore F. Gloisten, The American Home Magazine Corporation, New York, N. Y. 
J. _— all Hughes, The Mutual Life Insurance Company of New York, New York, 


Hieik ‘Klein, Ww dnbag ee 9 Pump & Machinery Corporation, Harrison, N. J 
Cc. J. Kushell, , The Port of New York Authority, New York, N.Y 
Wayne C. og ‘General Foods © orporation, New Yor ¥. 


E. I. Gerhard, The Meteor Motor Car Company, Piqua, Ohio 
John R. Sanderlin, Brown-Forman Distillers Corporation, Louisville, Ky. 
Alvin H. Schettler, Union Electric Company of Missouri, St. Louis, Mo. 


REGION VIII 
Thomas P. Carley, The Englander Company, Inc., Chicago, Til. 
Lester M. La Porte, Wisconsin Electric Power Company, Milwaukee, Wis. 
George B. Whitfield, The Quaker Oats Company, Chicago, I. 





REGION Ix 
Dee Davis, The California Company, New Orleans, La. 
A. D. Harder, Southwestern Life Insurance Company, Dallas, Texas 
J. R. Mulvey, Humble Oil & Refining Company, Houston, Texas 


REGION X 
Dudley E. Browne, Lockheed Aircraft Corporation, Burbank, Calif 
R. E. Brennan, States Steamship Company, Vancouver, Was 
Owen T. Jones, American Trust Company, San Francisco, Calif 
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MR. ROSS 


yx ENT C. Ross, vice president, treas- 
urer and member of the Board of Di- 
rectors of Prentice-Hall, Inc., New York, 
and president of Controllers Institute of 
America for the past year, was elected 
Chairman of the National Board of Direc- 
tors of the Institute for the 1951-1952 
term at the 20th National Annual Meeting 
of the Institute on October 1 in New 
York. 

Mr. Ross, who was chairman of the 
Executive Committee for the year 1949- 
50, became a member of the Institute in 
1936, holding Certificate #646. He has 
been active in the work of the organiza- 
tion from the beginning, having served as 
a member of the Admissions Committee 
of the New York City Control, member 
of the New York City Control Board of 
Directors from 1939 to 1941, elected vice 
president of the Control in 1942, pres- 
ident in 1943, and from 1944 to 1949 he 
was a member of the Control’s Advisory 
Council. 


Vincent C. Ross is Named 


Chairman of the Board 


of Controllers Institute 


He was elected a national director in 
1948 and served on a number of National 
Committees, including the Executive, Ed- 
ucational and the Federal Tax Committees. 

Mr. Ross joined the Prentice-Hall or- 
ganization in the spring of 1919 when the 
corporation was in its infancy. His first 
job was that of office manager. In 1920 
he became vice president and in 1921 vice 
president and treasurer. During the more 
than 31 years he has been with Prentice- 
Hall, he has played a substantial part in 
its growth and development. He is re- 
sponsible for the administrative and finan- 
cial end of the business and has been in 
on all of its policy-making decisions. 

Mr. Ross has been active in the af- 
fairs of New York University since his 
graduation from the School of Commerce, 
Accounts and Finance in 1921. As an un- 
dergraduate, he was active in the affairs of 
the Newman Club, serving as treasurer. He 
was treasurer of his class in his junior year 
and a member of Alpha Kappa Psi frater- 


CONTROLLERSHIP FOUNDATION’S NEW PRESIDENT 


WALTER B. GEROULD, secretary and controller of A. G. 
Spalding & Bros., Inc., Chicopee, Mass., was elected 
president of Controllership Foundation, Inc., research 
arm of Controllers Institute, at a meeting of the Founda- 
tion’s trustees, held in the offices of the Standard Oil 
Company (New Jersey), New York, on October 2. Mr. 
Gerould succeeds E. W. Burbott, vice chairman of the A. B. 
Dick Company, Chicago. Mr. Gerould (#1891-1941) has been 
a national director of Controllers Institute since 1947, 
and served as a national vice president, 1948-1950. He 


w. 6B. GEROULD 


was president of the Springfield Control from 1942-1944. 


nity, of which he is now a life member. 
In his address as retiring president of 
the Institute, Mr. Ross said: 


“It is a great satisfaction to me to be 
able to report that during the past year the 
Institute has upheld its tradition of prog- 
ress and has improved, both in quantity 
and quality . . . we presented charters to 
three new Controls—in Puerto Rico, our 
first Control outside the mainland, in Al- 
bany, New York, and Richmond, Vir- 
gimia.... 

“The Institute has given leadership and 
service in a wide variety of subjects—taxa- 
tion, social security, pay roll deductions, 
employe relations, pensions and other ben- 
efits, financing, accounting, management 
planning and control, executive develop- 
ments, wage and salary administration, col- 
lective bargaining, annual reports, eco- 
nomic education, budgeting and cost re- 
duction. 

“As a personal report, I refuse to con- 
cede that I have found the presidency a 
snap but I will admit I’ve enjoyed it . . . 
I've signed my name over 2,000 times on 
Institute business and have spent some 50 
days outside my office attenchog Regional 
and Committee Meetings and visiting lo- 
cal Controls in 14 cities, representing more 
than half of the membership of the In- 
stitute. 

“The hospitality of every Control I vis- 
ited was certainly heartfelt, and never once 
did I feel that I had not stepped into the 
midst of a host of friends.’ Membership 
is of the same high caliber everywhere— 
enthusiastic, friendly, and capable. 

“I shall certainly bend every effort to 
keep in close touch with all the friends 
I've made in all sections of the country.” 
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Tribute Presented by 


Chairman Carr to 


Retiring President Ross 


Ww. HERBERT Carr, retiring chairman 
of the Board of Directors, at a testimon- 
ial dinner tendered Mr. Ross on Sunday, 
September 30, by the Officers, Directors, 
Advisory Council, and others in official ca- 
pacities 1950-1951, read the following 
tribute to Mr. Ross: 


N A MINGLED FLASH OF CANDOR AND 

HUMILITY, the man whom we honor 
especially this evening closed his Incom- 
ing President’s Address with the follow- 
ing words: “I hope to learn a great deal 
during the coming year, and at the end 
of the year to number many more of you 
among my friends.” 

His capacity for friendship, with its re- 
lated willingness to seek others’ counsel 
and cooperation, has won for Vincent 
Ross a lasting meed of loyalty and devo- 
tion. Some men have zeal but cannot pass 
it along to their followers; no matter how 
hard they strive, they strive alone. But 
there are others whose sincerity and en- 
thusiasm are contagious; in this second 
group our Retiring President belongs. 

A man who came up “the hard way’ in 
that most exacting of vocations—book 
publishing—Vincent Ross has the true 
scholar’s scorn for the laggard, tempered 
by his human understanding and his de- 
sire to give everyone an even break. By 
demanding and expecting much, he has 
achieved a great deal. 

“We do not want members who will 
not be active,” he declared, a year ago. 
Having set the pace, he followed it him- 
self, and never once relaxed his efforts 
nor lowered his sights for the Institute. 
He has been the type of commander who 
is always to the fore—an inspiration. to 
fight on, to redouble, to outdo. 


Vincent Ross is so effective as a leader 
for still another reason. He has tremend- 
ous faith in every cause for which he 
labors. His patriotism is unsurpassed, and 
he-has spelled out many times the dangers 
which beset our country and the American 
way of life. He has worked continuously 
to help businessmen communicate their 
ideals and objectives to employes, to stock- 
holders and to the general public. He has 
warned against the will-of-the-wisp “se- 
curity” which has lured so many nations 
to destruction. 

Our President sees the Institute as a 
vital force in protecting our sacred rights 
as citizens and individuals, and has de- 
voted much time and energy to the func- 
tioning of committees and the growth of 
our membership. His fifteen years with the 
organization have been dedicated to the 


benefit of others. As committee member 
and chairman, as President of the New 
York City Control, and ultimately as na- 
tional presiding officer, he has labored 
without stint in our behalf, Yet he never 
lost the common touch, nor his genial 
man-to-man relationship. 

As he has said, in reference to his long 
career of service to the Institute: “I have 
gotten a great deal more out of it than I 
have put into it, in the way of education 
and in the many, many friendships I have 
made in the almost daily contacts with the 
finest group of men I know.” 

Mr. President, the friendships which 
mean so much to you are yours to keep 
forever. May they always bring you pleas- 
ure! And, in the years to come, may we 
continue to deserve your help, your guid- 
ance and your great, good company! 


FINANCIAL OFFICERS RE-APPOINTED 1951-1952 
At the 20th Annual Meeting of Controllers Institute, New York 


derwond & lnderwood. 


L. W. JAEGER 
Treasurer 


L. W. JAEGER, secretary-treasurer, 
Avon Products, Inc., New York, was 
again named to the office of treas- 
urer of the Institute, 1951-1952. 


EDWARD C. HOF, comptroller, 
American Brake Shoe Company, 
New York, was renamed assistant 
treasurer. Mr. Jaeger and Mr. Hof, 
who has served as an Institute na- 
tional director, 1938-1941, have 
served as national treasurer and 
assistant treasurer since 1948. 


Bachrach 


EDWARD C. HOF 
Asst. Treasurer 
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Newly Elected 
Officers & Directors 


of the Institute 
1951-1952 


Trinity Court 


Vice President—Region 


Vi President—Regi 4 
ee NT a raters LAURENCE D. LUEY 


PAUL E. SHROADS 


Moulin 


Vice President—Region 10 
OWEN T. JONES 


Vice President—Region 9 
J. R. MULVEY 


Bachrach Tem Freres 


Director—Region 4 
HAROLD A. KETCHUM 


Director—Region 2 
WAYNE C. MARKS 


Director—Region 8 
LESTER M. LAPORTE 


Director—Region 7 
ALVIN H. SCHETTLER 


Vice President—Region 1 
ROBERT N. WALLIS 


Parade 


Vice President—Region 6 
RALPH H. SMITH 


D, M. Read 


Director—Region 1 
JOSEPH T. FOERTH 


Carey 


Director—Region 4 
STANLEY E. LE BROCQ 


Director—Region 9 
DEE DAVIS 


Bachrach 


Vice President—Region 2 
FRANK KLEIN 


Watton Tanee 


Vice President—Region 7 
JOHN R. SANDERLIN 


Matar 


Director—Region 2 
J. MeCALL HUGHES 


Director—Region 5 
EMMETT J. HOUSE 


Director—Region 9 
A. D. HARDER 


Vice President—Region 3 
ALLEN L. FOWLER 


Vice President—Region 8 
THOMAS P. CARLEY 


Port Authority 


Director—Region 2 
C. J. KUSHELL, JR. 


Zwaan 


Director—Region 6 
ALVIN KROPF 
Engstead — 


Director—Region 10 
DUDLEY E. BROWNE 
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An Eye-Witness Report of the 
Ninth International Management Congress 


Eduard Schulty 


Associate Professor, Department of Management 
and Industrial Relations, School of Commerce, 
Accounting and Finance, New Y ork University 


Tt NINTH International Management 
Congress—held in Brussels, Belgium, 
July 5-11, 1951—attracted approximately 
1400 delegates from all parts of the world, 
except from behind the “iron curtain.” 
The delegation from the United States 
compris d over 100 leading executives 
from both large and small companies, con- 
sultants, professors, association executives 
and government administrators. Repre- 
sentatives from our Armed Services were 
also in attendance. 

The Congress was conducted by CIOS 
(Comite International de L’ Organisation 
Scientifique) with its sponsoring manage- 
ment councils from each participating na- 
tion. The United States delegation was 
organized by the National Management 
Council of the United States of America, 
in which Controllers Institute is an active 
member. 

No national barriers existed at the Con- 
gress. The delegates generally recognized 
that management was faced with its great- 
est economic, social and political chal- 
lenge. The threat of Communism could 
be met only by increasing productivity and 
raising standards of living. Mr. W. L. 
Batt, treasurer of CIOS and president of 
SKF Industries, Philadelphia, crystallized, 
at the opening session, the sense of ur- 
gency evident throughout both the formal 
sessions and the informal discussions be- 
tween delegates of different nations. In 
his address he placed emphasis on the im- 
mediate necessity for “‘ever-greater vol- 
ume at ever-increasing cost and price.” 

The prozedures for conducting the for- 
mal sessions were well organized. Each 
nation took the responsibility for prepar- 
ing a paper on a particular subj-ct. In the 
course of preparing this paper the re- 
sponsible country had the assistance of 
research and reports from other countries. 

These papers, which approximat d 10.- 
000 words, were printed in advance and 
provided to the delegates before the Con- 
gress open d. At the formal sessions a re- 
porter from the respons‘ble country briefly 
summarized the content of his nation’s 
paper. Then the panel composed of au- 
thorities from various countries com- 


mented on the paper presented. Follow- 
ing these comments, written questions 
from the floor were handled by the re- 
porter and the panel. The sessions were 
conducted in both English and French 
with simultaneous translation. The entire 
proceedings are to be printed and will be 
available shortly through the National 
Management Council, 501 Fifth Avenue, 
New York 17, N. Y. 





The Story of the 


Controllers 
20th Annual 
National Meeting 


will appear in the November 
issue of THE CONTROLLER 


Major papers delivered at this meeting 
will be available in a series of special pam- 
phlets to be released as soon as possible. 


Included among the topics covered in 
the papers were the following subjects: 


The Structure of Large Enterprises 

Working Methods and Efficiency of Top 
Managers 

Work Measurement 

Recent Developments in Quality Control 

The Establishment of a Sense of Common 
Purpose b:tween Management and Em- 
ployes 

Job Evaluation 

Reducing Unit Costs of Distribution 

The Flexible and Variable Budget 


THE CONTRO ORs svete ees. 


Education for Management 

Management Advances in Public Admin- 
istration 

Fundamentals in Effective Farm Manage- 
ment 

Home Design for Simplified Household 
Routines 


Three papers were presented by the 
United States. Laurence A. Appley, presi- 
dent, American Management Association, 
presented the paper titled, ‘Education for 
Management.” J. K. Louden, vice presi- 
dent, York Corporation, presented the pa- 
per titled, ““Work Measurement.” George 
H. Deming of the University of New 
Hampshire and John A. Willard of Bige- 
low, Kent, Willard & Company jointly 
conducted the session on ‘Management 
Advances in Public Administration.” 
American delegates were active as panel 
members at the sessions concerned with 
the remaining papers. 

It should be noted that the American 
delegation went both to share its knowl- 
edge and to learn from other nations. 
While we had a great deal to give, it is 
also true that we learned from the re- 
search that has been carried on and the 
techniques that have been developed in 
other countries. 


MANAGERIAL VIEW 

Throughout the Congress there was 
evident an increasing recognition of man- 
agement as a clearly defined separate ac- 
tivity. In other words, the controllership 
function is distinguishable from account- 
ing and record keeping by the fact that 
controllership is managerial in scope and 
operation. Sales management as an activity 
differs from sclling. 

There was intense interest on the part 
of the delegates in the development and 
improvement of performance of manage- 
rial personnel at all levels within an or- 
ganization. As a result, in many sessions, 
emphasis was directed on education in 
management and training in the use of 
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management tools. The entire last session 
was devoted solely to these subjects when 
Mr. Appley presented the American pa- 
per. 

The job of the top executive was recog- 
nized as becoming increasingly complex 
and at the same time “materially circum- 
scribed by government, by public opin- 
ion, and in other ways.’ Delegation of 
responsibility downward and the use of 
management committees were discussed as 
methods of meeting these conditions. 

In recognizing the management activity 
as a separate and distinct function, two 
main themes were apparent throughout all 
the sessions of the Congress. Manage- 
ment’s concern with human relations and 
with control and their interrelationships. 


HUMAN RELATIONS 

There was continued emphasis on hu- 
man resources as an integral factor in 
management. Almost without exception 
at each session the human relations aspect 
was touched on and, in many instances, 
much discussion devoted to it. The open- 
ing paper dealing with organization struc- 
ture of large enterprises (defined as hav- 
ing over 5,000 employes) pointed out the 
trend toward decentralization and how it 
may contribute to greater personal satis- 
faction on the part of the individual em- 
ploye. The Swedish paper, analyzing the 
work of top executives, stressed the re- 


sponsibility for managing people. This, 
incidentally, was one of the outstanding 
papers presented and summarized some 
excellent rescarch in this field. 

The psychological, as well as the tech- 
nical aspects, of time study were recog- 
nized in the paper concerned with work 
measurement. The paper concerned with 

ublic administration devoted considera- 
bie attention to the problem of person- 
nel administration. The discussion of job 
evaluation noted the value of securing 
both confidence and the participation of 
the employe in the program. The final 
paper, concerned with management edu- 
cation, placed major emphasis on the hu- 
man relations inherent in the management 
activity. 

The session covering the establishment 
of a sense of common purpose between 
management and employes was given over 
entirely to a discussion of methods for 
achieving full utilization of the personnel 
employed in the enterprise. The search 
for common goals, acceptable to both par- 
ties, was named as the basic initial step. 
The need for sound selection, effective 
training, paths of promotion, participa- 
tion and supervision with skill in a 
ship all were discussed. 

While this brief report on the Ninth 
International Congress may seem to over- 
emphasize the human considerations, there 
was general agreement that many of the 
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basic problems facing management lie in 
this direction. This Congress may well be 
considered as establishing the humanistic 
basis of management on the international 
level. 

CONTROLLERSHIP ASPECTS 

From the viewpoint of the controller 
there was extensive discussion of control 
and the various approaches to achieving 
and maintaining managerial control. Or- 
ganization structures and standards re- 
ceived considerable attention. Recognition 
was accorded the use of statistical meth- 
ods of control now being applied in the 
market research function. Emphasis was 
placed on analysis and control of unit 
costs of distribution. Our American con- 
cept of expanding markets as a means of 
reducing overhead costs was vigorously ex- 
pounded. An entire session was devoted 
to quality control. 

Delegates from other countries were 
deeply interested in what they call our 
“control departments.”” Our viewpoint was 
expressed as follows: 

"Control departments may operate from 
the top down for the sole purpose of 
control or they may operate as a Service 
department for the entire organization. It 
is believed that the latter situation pre- 
vails in practically all of the large United 
States enterprises... . The fundamen- 
tal basis for such operations is the desire 
of these managements to enable each em- 
ploye to operate to the full limit of his 
capacity.” 

BUDGETING DISCUSSED 

The paper on budgeting presented by 
the Netherlands led to considerable dis- 
cussion, The viewpoint expressed by the 
United States representative was, briefly: 

“Variable budgets as a means of control 
have the great value of creating balance 
within any organization. When, in any 
business, a limited amount of money may 
quickly be channeled in varying amounts 
to different operating functions, in terms 
of changing industrial conditions, the en- 
terprise is in a far more favorable condi- 
tion to meet and to capitalize upon cy 
ing circumstances than would otherwise be 
the case.” 

The extension of managerial techniques 
to house and farm operations and to gov- 
ernment administration was extremely in- 
teresting and further evidence of the uni- 
versal application of management. 

The si provided an opportunity 
to further cement international relations. 
The development and improvement of 
management is a goal we have in common 
with other nations. Essentially, the Con- 
gress was based on the same sound con- 
cept of sharing knowledge and experi- 
ences to the benefit of all concerned as is 
followed in the meetings of Controllers 
Institute except the meeting was on an 
international scale. Those of us who at- 
tended are looking forward to the Tenth 
International Management Congress to be 
held at Sao Paulo, Brazil, in 1954. 
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IN CALCUTTA... 


“FIXUP” HERE AT HOME! 


A group of Americans motoring in 
India . . . A smashup in Calcutta 
... excitement, confusion, foreign 
tongues ... The ominous question: 
“Are we covered—fully—here?” 
In this case the answer is “yes” 
—for American Foreign Insurance 
Association had arranged the cov- 
erage before the party ever left the 
States—providing collision, public 
liability and property damage in- 
surance in accord with the laws of 
each country to be visited . . . That 
protection, written back in New 
York, now puts the Americans 
back on their feet, their car back 





on the road, and settles damages 
all around. 

American firms with cars for 
their men abroad, and tourists too, 
face stern laws relating to prop- 
erty damage and personal liability 
that vary from country to country. 
AFIA knows these laws — keeps 
abreast of all changes—can provide 
all needed protection in familiar 
American policies. It handles all 
claims with typical American effi- 
ciency, no matter where you travel. 

For automobile insurance pro- 
tection abroad—have your agent 
or broker consult AFIA—TODAY! 
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“FIVE PER CENT”: Benefits to be Derived from 


How the five per cent deduction from 
net earnings before taxes, which corpora- 
tions are permitted to make for ex- 
penditures on educational, scientific and 
welfare purposes, can benefit American 
business is considered in a pamphlet issued 
by the National Planning Association. The 
authors of the pamphlet are Beardsley 
Ruml and Theodore Geiger, and they are 
careful to point out in their preface that 
“our title does not refer to the ‘five per- 
centers’ nor to the commission they are 
said to charge for helping other people 
help themselves.” 

Pointing out that the opportunities for 
using the five per cent privilege have sky- 
rocketed in 1951 in contrast to previous 
years, the authors cite four well-known 
firms for their pioneering efforts in the 
use of five per cent expenditures: Sears 
Roebuck and Company, Ford Motor Com- 
pany, Bulova Watch Company and R. H. 
Macy and Company. 


These five per cent opgoayete have 
arisen, the report says, because of the 
dramatic transformation which has oc- 
curred in the size of both corporate earn- 
ings and tax rates. In 1939, for example, 
management had to Lae “3 five dollars 
in order to claim one dollar back from the 
government under the five per cent provi- 
sion. In 1951, if the company is in the 
excess profits tax category, the ratio can 
be as high as one dollar to three dollars. 

If five per cent of the total net corporate 
income were actually spent for educa- 
tional, scientific and welfare uses it would 
amount to about $2.2 billion in 1951. 

By and large, however, American busi- 
ness has been slow to realize the problems 
and opportunities arising from the five 
per cent say Messrs. Ruml and Geiger. 
In recent years “expenditures have been 
running at only seven-tenths to eight- 
tenths of one per cent of net corporate 
income. 
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H. Christian Sonne, Chairman of the 
Board of NPA, in releasing “The Five 
Per Cent,” said: 

“Unlike previous writers on this sub- 
ject, who have generally approached the 
problem in terms of the recipients’ need 
for contributions, Messrs. Ruml and 
Geiger have concentrated their attention 
on the advantages which business itself 
can derive from the efficient expenditure 
of five per cent funds. This is a challenge 
to American business enterprise. To sup- 
port educational, scientific and welfare 
activities is more than a duty, it is an 
opportunity. Corporations have only two 
and one-half months to take advantage of 
this opportunity for 1951. The revenue 
laws contain no ‘carry-back, carry-for- 
ward’ provisions applicable to the five per 
cent.” 

The report points out the direct ad- 

vantages which corporations can obtain 
through more judicious use of their five 
per cent. It gives examples of what certain 
corporations have already done to spend 
the five per cent more effectively. For ex- 
ample, corporations which contribute to 
scientific research gain access to industrial 
and technological applications as a result 
of that research which may more than te- 
pay expenditures. The authors state that 
large, well-organized contributions have 
disproportionately greater effects than 
small ones because they are efficient, de- 
cisive and dramatic. 
They create a highly favorable atmos- 
phere for the corporation within which its 
other business activities—for example, its 
sales promotion work and its labor rela- 
tions—have a much better chance of being 
successful. Consumers, employes, sup- 
pliers, the public generally, are predis- 
posed to look with friendly eyes on its ac- 
tivities, to be receptive to its products and 
services, to respond to its merchandising 
efforts because, by carrying out a construc- 
tive and dramatic five per cent program, 
it has successfully met one of the public's 
main tests of its social usefulness and good 
citizenship. 


Morcover, the report asserts, ‘Every 
American business, large or small, man- 
ufacturing or retailing, commercial or fi- 
nancial—benefits directly and indirectly 
from the increased human knowledge, the 
elimination of sickness and disease, the 
etapa of living standards and re- 
lief of poverty and personal distress. A 
dollar wisely and soundly invested in 
worthwhile educational, scientific and wel- 
fare activities comes back many fold over 
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the longer term. Expenditures which con- 
tribute to these ends are neither an un- 
necessary burden nor a tiresome obliga- 
tion. Like investment in new plant and 
equipment, they more than repay their cost 
in the future and can be among the most 
productive and remunerative forms of ex- 
penditure.” 

The report discusses the legal aspects 
of the problem which in the past have de- 
terred many corporations from making 
significant expenditures. Half a century 
ago it was generally believed that the 
common law prohibited corporations from 
contributing to educational, scientific and 
welfare purposes unless these were directly 
beneficial to the corporation, stockholders 
and employes. In recent years this com- 
mon law rule has been interpreted more 
and more broadly. In theory it is true that 
a stockholder may sue the officers and di- 






rectors of a corporation if he is convinced 
that the latter have spent corporation funds 
for charitable, educational, scientific or 
other purposes without benefit in one way 
or another to the corporation. In practice, 
however, there have a few stockholder 
suits bearing directly on this issue for 
40 years. Thus, the authors conclude: 
appears that the legal obstacles to vane 
business expenditures tend to be exag- 
gerated by many corporation officials.” 
The final section of the report discusses 
the need for corporations to organize their 
expenditures in a carefully integrated way 
in order to obtain the maximum possible 
benefits from the five per cent privilege. 
The authors commend certain corporations 
which, instead of passively waiting for 
appeals from outside sources, have ac- 
tively organized their own programs. In 
such companies, officials concerned with 
sales promotion, advertising and public re- 
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lations work usually have a major role in 
devising the five per cent program. This 
contrasts with the older practice of staffing 
the committees, which screen outside ap- 
peals for contributions, with company of- 
ficials from the controller's and treasurer's 
department. 

In an appendix, the authors suggest a 
possible method and schedule under which 
corporation Managements can organize 
themselves to face the immediate issue of 
the five per cent before the end of the 
current year. 
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“Look Before You Sign” 
Is Defense Contract Advice 


HE BEST TIME to eliminate renegotia- 

tion headaches is before a defense con- 
tract is signed, according to the latest sur- 
vey of business opinion of over 100 man- 
ufacturing executives. 

A careful review of contract provisions 
and a clarification of allowable costs can 
help avoid costly and time-consuming ne- 
gotiations later on, reports the Conference 
Board. 

Despite a dislike for some contract 
clauses and annoyance with governmental 
auditing procedures, these executives re- 
port little hesitancy in accepting govern- 
ment contracts. There is some uneasiness 
over the 1951 Renegotiation Act and the 
manner in which it will be administered. 
The industrialists agree, however, that 
they won't be able to tell how they will 
fare until the new board begins to issue 
regulations and interpretations. 

Pricing and contract clauses have neither 
prevented nor delayed acceptance of de- 
fense contracts by seven out of ten of the 
companies seeking them. Pricing methods 
and allowable costs were the reasons most 


frequently given by the twenty-odd com- 
panies noting difficulties in their defense 
contract negotiations. 

Many companies also reported they have 
recently been unable to give firm bids or 
to sign contracts unless an escalator clause 
were included to cover increased labor and 
materials costs. The ‘‘one-way’’ price re- 
determination clause was felt to be unfair 
by several because it allows only down- 
ward revisions and makes no provisions 
for increased costs in a contract which may 
run for months or years. 

However, most cooperators having re- 
cent contracting experience feel contract- 
ing officials are sympathetic in consider- 
ing any well-founded objection brought to 
their attention. As a result, pricing and 
contract clauses generally have not pre- 
vented acceptance of defense contracts, 
even though some companies haven't been 
too happy about some of them. 

Cooperating manufacturers felt by a 
three-to-one majority, that the Renegotia- 
tion Act of 1951 presented no added dif- 
ficulties. 
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About one fourth of the cooperating 
executives would offer no opinion be- 
cause, in the words of one executive, “‘dif- 
ficulties will arise from the law’s admin- 
istration, not from the law itself.” 

Those executives finding added difficul- 
ties in the new law were most concerned 
over the problem of accurately determin- 
ing what constituted a renegotiable sale. 
Because of the lack of priority ratings, as 
during World War II, it will be hard, 
they say, to determine whether a sale not 
made directly to a government agency 
listed in the new act is subject to renego- 
tiation. The problem of allowable costs 
was also ranked high by executives as 
being likely to cause difficulties under the 
new act. 

Executives offered a number of recom- 
mendations which they thought would 
improve dealings under the new Renego- 
tiation Act, and improve industry-govern- 
ment relations generally. 

The recommendation most often sug- 
gested by cooperators was for better gov- 
ernment purchasing. Toward this end 
executive suggestions ranged from the 
creation of a central procurement agency 
to the general opinion that the Govern- 
ment should purchase on a wise and fair 
basis. 

A number of executives asked for more 
standard contract procedures and for sim- 
plification of the pages and pages of con- 
tract forms. 

A strong recommendation of many co- 
operators is that standard commercial 
items be exempted from renegotiation. 
Manufacturers told the Board such items 
should be exempt because their cost was 
well known and the price had been de- 
termined by competition. 

Most executives believed government 
procurement could be more prompt and 
less expensive if procurement personnel 
were given wider De tion and were not 
bound by detailed, rigid regulations and 
if contracting officers could be chosen 
so that they had some experience and 
knowledge of the products and industry 
they are working with. 

Cooperating companies also favored 
some form of precontract agreement on 
allowable costs. 

Other executives agreed with this, feel- 
ing it offered the best way to minimize 
problems during renegotiation proceed- 
ings. They still feel they should be able 
to figure their costs in their regular man- 
ner but, failing that, suggest including 
all questionable items of cost in the defin- 
itive contract. 
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Direct Control 


of Prices Hit 


A World War II rationing official de- 
clares it was a mistake to adopt over-all di- 
rect price control early in 1951. Dr. 
Charles F. Phillips, president of Bates Col- 
lege, Lewiston, Me., said the effective way 
to defeat inflation is to replace direct price 
control with an all-out attack on basic fac- 
tors forcing up the price levels. 

Addressing the American Marketing 
Association, the former deputy of the Of- 
fice of Price Administration said: 

“Price freezes and current direct regula- 
tions take our attention from a more fun- 
damental attack on the inflation problem. 
They create black markets, cause quality to 
deteriorate, disrupt distribution channels 
and waste manpower.” 

To broaden the anti-inflationary pro- 
gram, he recommended: 

Increased production by a longer work 
week; reduction in government expendi- 
tures, particularly amounts being spent on 
river and harbor projects, farm price sup- 
ports and defense housing; curtailment of 
bank credit ; a national program to encour- 
age savings, allocation of goods in criti- 
cally short supply and higher taxes. 


Heavier Taxes 
Cut Banks’ ‘Net’ 


Heavier taxes cut bank profits in the 
first six months of this year cei the like 
period of 1950, although earnings before 
taxes went up in 1951, the Federal Re- 
serve Board reported recently. 

Net current earnings before income 
taxes amounted to $696 million in the 
first half of 1951 for the nearly 7,000 
Federal Reserve member banks. That was 
an increase of $103 million over the first 
half and $44 million over the second half 
of 1950, the board said. 

Net profits after taxes, however, were 
only $381 million for the first half of 
1951, compared with $397 million in the 
first half and $384 million in the second 
half of 1950. 

Profits in the first six months of this 
year represented a return equivalent to 7.8 

er cent a year on capital invested in the 
aa compared with a return of 8.5 per 
cent in the like period of 1950. 


Labor Morale 


Deterioration of labor morale may be a 
gradual, long-run development connected 
with over-specialization of work in huge 
industrial organizations. Part of the dis- 
advantages of repressing spontaneity and 
creative ability among factory workers 
and of making them cogs in a machine 
show up in civic attitudes and social rela- 
tions, says a Twentieth Century Fund re- 


port. 
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Tracer light photos reveal costly 


“doodles in the air’’. Tracer light photos 


are made with a single small light 


attached to each hand —sometimes 


to equipment. They show how many 
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range of practices and attitudes were found 
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exception to the general pattern. They 
could be acquired directly at prices to 
yield substantial tax savings in terms of 
higher bases for depreciation. Yet it was 
decided to acquire the stock rather than 
the assets of the company. The reasons 
for this decision were (1) to maintain 
the continuity of the present manage- 
ment and policies which had proven satis- 
factory; (2) to maintain some degree of 
flexibility in that the organization could 
still function as it had in the past; and 
(3) the probable advantages in the excess 
profits tax base of this company was 
sufficient to make the purchase attractive 
even though there were some savings lost 
by acquiring the stock. 


ORGANIZATION FOR TAX 
ADMINISTRATION 


How have companies organized, form- 
ally and informally, (1) to insure that the 
tax factor becomes a part of the appropri- 
ate business decisions and (2) to insure 
that decisions are carried out in such a 
manner as to minimize tax liability? 


The final section of the report gathers 
together business experience in “admin- 
istering” taxes as one of the variables in 
business problems. 

No single pattern was found in which 
business firms mold their operations in 
dealing with the issues of taxation, even 
for companies of similar size and type. 
Large concerns might be expected to have 
good reason and ample resources to 
justify a separate tax department. Yet 
some large companies not only have no tax 
department, but ——- pay little at- 
tention to the need for one. On the other 
hand, some small companies place much 
emphasis upon tax issues; their operating 
managers appear to be quite tax conscious, 
and, in addition, they maintain fairly 
elaborate systems to insure full attention 
to tax angles in operations, as well as in the 


from which it is not possible to set up any 
“standard” method or procedure pattern. 

The basic problem, however, is how to 
insure that the highly specialized tax 
know-how, restricted to a few men within 
each company, is spread so that its effect 
is felt on the entire decision-making and 
operating functions of the company. 

To fill this need managements have 

. Tried to decentralize tax administra- 
tion to the divisional or subsidiary 
level. 

. Tried to promote tax consciousness 
among executives, supervisors and 
junior executives by informal means. 

. Tried to channel tax information into 
the decision-making process by formal 
means; that is organizational proced- 
ures for making decisions, reducing 
day-to-day decisions to a routine, and 
reviewing decisions. 


The problem of tax administration, this 
Foundation report points out, is a man- 
agement problem and as such it reflects 
features of the environment in which it is 
raised. There is no one definite way in 
which it should be handled any more than 
there are definite answers to other com- 
plex problems of management. The cases 
contained in the whole report may per- 
haps give some bases for judging the 
merits and appraising the pitfalls of vari- 
ous modes of action. There is however, the 
writers warn, no chartered course to fol- 
low; every ship of commerce and industry 
must make its own dead reckoning, keep 
its own log and arrive at whatever destina- 
tion its captain and crew may strive to 
reach. 


COPIES OF THE FULL REPORT are on hand 
at Controllership Foundation office, One 
East 42nd Street, New York 17, N. Y. Price 
to members of Controllers Institute is $3.00; 
price to non-members is $4.00. 


Increasing Our Economic Potential 

Apart from the expansion of capacity in our basic indus- 
tries, increases in our economic potential must come prima- 
rily from manpower and manpower-utilization fields. Al- 
ready the number of hours worked is increasing; and it must 
and will rise more, as was true in World War II. Also, the 
labor force must rise through accretions from those not nor- 
mally employed, particularly women and the older groups. 


—From an address by Ralph ]. Watkins, Director of Research, 
Dun & Bradstreet, Inc., before Academy of Political Science. 
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Let us lick 
your peak-load 
problems 


this quick, economical way 





Like any other business, yours probably 
runs head-on into the problem of peak 
load, overload, and overtime when 
you're least prepared to handle it. As a 
result, regular routines suffer, overtime 
costs mount dangerously and employee 
morale is jeopardized. 

Remington Rand will take your peak 


loads—whether inventory, special pay- 






Take an important step today in 
overcoming your peak-load or 
overload problems by mailing the 


coupon for a free booklet contain- Name 
ing full information on Punched- Company 
Card Record Services. 
Address 
City 


roll analyses, sales and cost analyses, or 
other vital control information — and, 
on a complete battery of punched-card 
accounting machines, do the job quickly 
and accurately whatever your present 
system may be. We'll do the whole job 
—or any part of the job—regardless of 
the size of your business. And, you'll 


save money in the bargain! 


Management Controls Reference Library 
Room 1395, 315 Fourth Ave., New York 10, N. Y. 


Yes, I'd like to have — without obligation — the FREE informative booklet 
(TM735) describing Remington Rand’s Punched-Card Record Services. 
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FACIT 


MADE | Tn) A Oe | 


CALCULATORS 
with only 10 keys...all 
in the span of one hand! 


plete calculator. set 
con- ting, tabulating, operating 
Suly 12 toe. “we 


FACIT, INC., S00 FIFTH AVENUE 
N.Y. C. 18, N. ¥. LONGACRE 5-1095 


Internal Control Is Cost Control 


(Continued from page 448) 


design. If we may but convince ourselves 
that costs can be reduced or gains con- 
served by the constant study and improve- 
ment of records and procedures and con- 
trols thereover, we can convince to 

management levels. If we multiply small 
savings by months and years we can dram- 
atize the mathematics of economies and 
controls to management. 


EFFECTUATION OF THE PLAN 

If the development of a plan of organ- 
ization and the design of the flow of 
procedures be likened unto a strategical 
~~ the adoption of sound practices may 
e called the tactical measures for the ef- 
fectuation of the plan. The soundness of 
the practices followed in the performance 
of the duties and functions of each of the 
organizational departments and _individ- 
uals will largely determine the effective- 
ness of the internal control and the result 
of the efficiency in operations. Sound prac- 
tices provide the means whereby the in- 
tegrity of authorization, recordings, and 
custody reasonably may be assured. 





Complete Insurance Service 





nCANADA 


The same complete underwriting counsel, engineering and 
claim service characteristic of our service in the United 
States is available throughout all the Provinces of Canada. 
If your company has interests in Canada, you are invited 
to investigate the advantages to be gained through our 
services. Write for information on your business letterhead 


to any one of our offices listed below. 


Marsu & McLeEnNAN 


INCORPORATED 


Insurance Brokers 
CONSULTING ACTUARIES ¢ AVERAGE ADJUSTERS 
Chicago New York San Francisco Minneapolis Detroit Boston Los Angeles Pittsburgh 


Seattle St. Lowis St. Paul Duluth Indianapolis Portland Superior Cleveland 


Buffalo Columbus Phoenix Vancouver Toronto Montreal Havana London 








For example, the sound practices 
adopted in carrying out typical pay roll 
procedures would be largely determinative 
as to whether satisfactory internal control 
exists. Thus, punching clock cards be- 
comes effective internal control only 
through observance by time-keepers to de- 
termine that properly f= a, are 
punched by the employes to whom they 
were issued. Sound practices would also 
require: (1) The checking of time tickets 
to clock cards, (2) the independent bal- 
ancing of total labor charges originating 
from the cost department job tickets with 
the pay roll prepared by the pay roll de- 
partment from the employes’ clock cards, 
(3) distribution of pay checks or envel- 
opes, frequently if not continuously, by 
persons in no way engaged in the prep- 
aration of the pay roll, and (4) inde- 
pendent control of unclaimed checks or 
envelopes. 

Examples of sound practices in other 
areas would include: Listing of approved 
suppliers, competitive quotations gee 
on purchases, hadepeadant count of mer- 
chandise received, verification of invoices 
and supporting documents by accounting 
department as a basis for payment, use of 
enclosed warehouses, tation of em- 
ployes, etc. 

If the controller or accountant can con- 
vince himself that sound business practices 
are not only desirable in the abstract, but 
act also as a defense and governor against 
negligence or irregularity within the or- 
ganization, then he can also convince the 
owners and managers of business. 


THE OPERATING PERSONNEL 

A properly functioning system of in- 
ternal control depends not only on effec- 
tive organization planning and the ad- 
equacy of the procedures and practices, but 
also on the selection of officers and depart- 
ment heads of ability and experience, and 
operating personnel capable of carrying 
out the pooosas procedures in an efh- 
cient and economical manner. To use an 
experienced accountant as an accounts pay- 
able clerk might insure efficiency but it 
would not be economically feasible or de- 
sirable since the talents of such an indi- 
vidual could be more advantageously uti- 
lized in a position of greater responsibil- 
ity; conversely, to place an inexperienced 
clerk in a responsible position requiring 
judgment would be injudicious. 

The problem resolves itself mainly into 
the recognition by management of the 
need for careful analysis of a position 
and the qualification required of the per- 
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son to fill it, an adequate employe train- 
ing program, and adoption of means 
whereby the quality of an employe’s per- 


formance may be measured. Employes 


should be selected carefully, investigated 
thoroughly, trained adequately, supervised 
diligently and evaluated fairly. The ma 
ity of personnel is a most active ingredient 
in any system of internal control. In this 


What a day! One of our biggest 
customers is caught in the middie 
of a strike... 





connection, it may be well to keep in mind | 


certain statistics. 

The Federal Bureau of Investigation 
and other law enforcement agencies have 
compiled data which reveal that the 
known losses due to embezzlement, fraud- 


ulent conversion, theft and other crimes | 


committed by dishonest employes aggre- 
gate more than $500 million annually. 
The composite dishonest employe is 35 


years old; 93% male; has been employed | 


9 years 3 months; started stealing after 
3 years and 5 months. The average dis- 
honest employe usually has advanced to 


a position of trust and responsibility, has | 


faithfully applied himself to his duties, 
has never given any indication of insta- 


| THOUGHTS WHILE RETIRING 


if it lasts very long, he'll be 
in plenty of trouble... 





Wonder when and if he'll 
pay his account... 


bility or irregularity prior to the ultimate | 


discovery. The factors most frequently 
responsible for employe defections in the 
pie of significance are: Gambling, ex- 
travagance, unusual emergencies, undesir- 
able associates, inadequate income, invest- 
ment losses, and miscellaneous causes. 
The common methods by which em- 
ployes practice their frauds based on 
the known statistics (compiled through 
1947), may be summarized as follows: 


1. By paying bills to fictitious firms, 
cashing the checks through a dummy. 

2. By invoicing goods too cheaply and 
securing cash rebates from customers. 

3. By raising checks and then destroy- 


ing the raised checks upon return from | 


the bank. 


4. By issuing checks for returned goods | 


which were never returned. 
5. By lapping incoming cash receipts. 


Good thing | read this book that 
tells about planning sound credit 
policy...and about how American 
Credit insurance guarantees 
payment of Accounts Receivable! 





This practice has many variants. The | 
principal technique is the abstraction of | 
incoming cash, with the application of | 
subsequent cash collections against the | 


amounts diverted earlier. 

6. By false credits to open accounts 
where cash collections have been stolen. 
These may involve a processing of journal 


entries, credit memoranda or ledger face | 
entries, or may involve the forcing of | 


journal or ledger footings. 


7. By withholding both sales invoices | 


and concurrent or subsequent cash collec- 
tions, thereby effecting the complete short- 
circuit of transactions. 


8. By altering or removing account | 
ledger pages or sources of entry to the | 


accounts, such as checks, vouchers, sales 
invoices, petty cash slips. 
9. By padding pay rolls. 
10. By the outright theft of cash, 
stamps, merchandise or securities. 
(Continued on page 474) 
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GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 








Oh, well... if he doesn’t pay, our 
American Credit insurance will! 


American Crepit InsurANcE completes 
your program of protection . . . enables 
you to get cash for past due accounts... 
improves your credit standing with banks 
and American Credit 
Insurance policy can be tailored to insure 


suppliers. An 


all, a specific group or just one account. 
Ask the American Credit office in your 
city for our book, “Why Safe Credits 
Need Protection,” or write AMERICAN 
Crepit Inpemniry Company or New 
York, Dept. 55, First National Bank 
Bldg., Baltimore 2, Md. 


oN 
PRESIDENT 
Creoit vial 
COMPANY 


of New Yory 
Est. 168: 


OFFICES IN PRINCIPAL CITIES OF 
THE UNITED STATES AND CANADA 
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UARCO makes a full line of tabulating forms 
for you to choose from: 


custom forms 


stock forms 


imprinted stock forms 


The quality of these forms is the finest. 


You can order them unfastened or in a wide choice of fastenings: 


Not only do you buy quality forms, 


you get dependable service Gs) from Uarco. 


Service that's close by with trained tabulating representatives in every 


=f 3 
major city Five well-located plants a] 
assure you good delivery. And behind all of it as 


. .» Uarco’s nearly sixty years’ iy experience. Want a source 


you can depend on, for tabulating or any other 


type of business form? Call nile Uarco. 
UARCO Incorporated 


Factories: Chicago; Cleveland; Oakland; Deep River, Connecticut; 
Watseka, IIlinois—Sales Representatives in all Principal Cities AVN) 
-_— 





U UARCO Incorporated 
Room 1622 , 141 W. Jackson Bivd., Chicago 4, Illinois 
containing actual samples of UARCO 


LARCO 


INCORPORATED 








In the light of these proven methods, 
many of them exercised in large organiza- 
tions which boasted the showy shells of os- 
tensible controls, serious and concentrated 
reflection upon the internal control prac- 


| tices and conditions in your organization 


may w.ll be merited. 

As a last fling at statistics, let us dispel 
the myth or, at least, entertain some re- 
freshing doubts concerning the basic hon- 
esty attributed generally to homo sapiens. 
On the basis of 25,000 polygraph or lie 
detector tests, the results of which were 
published by Continental Casualty Com- 
pany, 65% of the ig who handle 
money, steal it. An ev.n larger percentage 
of those who handle merchandise, have 
similar taking ways. Apparently, only the 
fear of getting caught deters the others 
from the temptation of dishonesty. 

The field of personnel selection, in- 
vestigation, training, supervision and eval- 
uation already is heavily populated by such 
experts as personnel dir<ctors and depart- 
ments, fidelity bond companies, depart- 
ment heads and the man in the street. 
That portion of the internal control struc- 
ture which requires the right personnel 
for each job is most susceptible to abuse. 

The human equation includes politics, 
pride and prejudice, and there is certainly 


| no lack of drama in this phase of applied 


internal control. Accountants, controll:rs, 
owners and managers all fancy themselves 


| personnel experts, so that little more need 
| be said on this point, except—a system 
| of internal control should protect the em- 


ployes as well as the employers. If em- 
ployers require protection through mini- 


| mizing the possibilities of losses arising 
| from careless or dishonest acts of em- 
| ployes, the latter require protection from 
| the temptations to dishonesty and from 


the possibilities of unjust accusations due 
to defective internal control circumstances. 

We have discussed the drama of a bus- 
iness Organization concept described as in- 
ternal control, a drama of intellectual 


| rather than emotional significance. Effec- 
| tive internal control, by safeguarding assets 
| and rendering cost or operational data ac- 
| curate and reliable, makes an important 


contribution to the well-being of business. 


| Controllers, cost accountants, auditors and 
| public accountants should unite in a vigor- 
| ous interpretation of this vital concept. 


“Two bits he’s talking to a dame!” 
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Inventory goes doub e-quick 
on the triden- 


To hold down on ovletinns costs “+:you 
should see the F riden fi ly-automatic 
Calculator do the figure-work of inyéiitory. 


This machine “remembers”.. produces both 


The Thinking Machine 


IT TAKES WORK 
OUT OF FIGURE-WORK 


Exczusive features enable the Friden to handle more SY 5 


steps in figure-work without operator decisions than any 
other calculating machine ever developed. 

Once the operator sets a problem on the keyboard —and 
touches the proper control keys — no. additional human 
motions are required. The Friden automatically “thinks out” 
accurate answers. 

You and the Friden Man will discover important appli- 
cations of Friden “figure thinking” in terms of your own 
business routines. 

Figure on a Friden NOW— phone or write the Friden 
Man near you. Friden sales, instruction and service available 
throughout the U.S, and the world. FRIDEN CALCULATING 
MACHINE CO., iNC., San Leandro, California. 


WRITES GEORGE SMITH, PRESIDENT OF BORG-WARNER’S 


BORG-WARNER ‘NORGE Division: “In the manufacture of Norge home 


appliances and equipment for industry, we rely on 
USES FRIDENS Friden Calculators for mass production of figures. 


Our Fridens are efficient not only in getting through 








today’s large volume of office figure-work but they 
also handle intricate, highly technical calculations 
throughout Borg-Warner plants. Automatic features 
and operating simplicity conserve staff time.” 

© Friden Calculating Machine Co., Inc. 





- | 
ANOTHER FINE PRODUCT IN EDISON'S COMPLETE LINE...! How to Evaluate Your 
Personnel Practices 


ef A check list of 27 points for evaluating 

; i“ ” the personnel practices of business com- 

magine p oning panies has been prepared by the American 
FY Institute of Management, New York, 
. | based on its continuing analysis of the 

your written wor ; methods employed by the 243 corporations 
——— | which it considers to be “excellently man- 

aged.” The check list made public by 

the Institute as suggested standards to be 

—and Edison Televoice applied by top-management in stepping 


costs as little as 9¢ up the efficiency od osrmeare recruitment, 


' training, executive development and other 
per desk per day! personnel department activities, includes 
the following questions: 


1. Does the personnel manager operate 
in a staff capacity ? 

. Does the personnel manager report 
directly to the chief executive or an 
officer having company-wide responsi- 

: ility 2 
© ONE RECORDER SERVES ONE TO DOZENS OF- DESKS! bility? 
i EASY AS TELEPHONING! F | 3. Does the personnel department im- 
, plement company policies through 
1 TURNS THOUGHTS INTO INSTANT ACTIONS! ia continuous advisory consultation ? 
o” WO DISCS, SLIPS, BELTS TO MANIPULATE! i . Are the rank, status, responsibility, 
© “DELIVERS” DICTATION RIGHT TO SECRETARY! Bcc authority and salary of the personnel 


PERFECTED, PROVED AND PATENTED BY EDISON! manager comparable to other officers 
| in the organization ? 


. Are the personnel manager's status, 
et and authority defined 


and in writing ? 

». Does the personnel manager recognize 
that policy planning is his primary 
function ? 

“ : , ; ‘ acne yer. 

Here's a design for you—like the telephone you've used for - Have the line and staff phases of per 

gdp Ses See sonnel administration been made clear 

years—that invites use. You simply phone your written work, . 
ete nee: telecine a ord to all executives, department heads 

withou ay ffort, ctly te bre Ts > secre- : 

v1 <i ae ty or i 8) pei: y Hew oeree at wie SECTE and supervisors ? 

tary’s desk. You enjoy free-line service with Edison-engineered 


Believe it or not, that’s a dictating instrument the man above 


is using — the sensational new Epison TEeLe Voicewriter! 


. Are supervisors primarily responsible 
circuits scientifically matched to your work-load demand. forthe directing and development of 
Work flows out, productivity is boosted, for staffs large or their personnel ? 


small. Televoice cuts instrument dictation costs as much as : 
. Does the personnel department dis- 


allow attempted shifts of administra- 
tive responsibility with respect to de- 
partmental personnel problems ? 


4 . . Does the personnel department play 
ISON e e OICeWTr| er only an a =i part in determining 
changes in individual rate and salary 

. payments ? 
The Televoice System . Is the counsel of the personnel de- 
partment sought in determining and 


planning lines of promotion and in 
selecting people for promotion ? 


24%! Rent it or buy it —but fry it! See what wonders it 


EDISON, 67 Lakeside Ave., W. Orange, N. J. GET THE WHOLE STORY — NOW! 
é aa Send for this new descriptive . When the personnel director is called 
Okay—send me A LINE ON TELEVOICE booklet. Or, to arrange a demon- . H 7.8 
stration, call ‘““EDIPHONE’’ in on to perform a line function, is it 
your city. In Canada: Thomas A always made clear in writing that 


NAM 
si ng Aiggantaae tee this is an extra-curricular function? 
. Do representatives of the personnel 
department participate in conferences 

of professional personnel groups ? 
i. Does the personnel department main- 
city__ ONE STATE tain an attitude of objectivity in rela- 
tion to management, workers and 

community ? 


COMPANY 


ADDRESS 
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16. 


17. 


20. 


2 


_ 


22. 


25. 


26. 


o 


27. 


. Is the personnel department well ad- 


vised on current labor policies, legis- 
lation, development in the field of in- 
dustrial relations, and reading matter ? 
Does the personnel department con- 
sider that in at least some instances 
the reliability of merit rating and 
testing is of debatable value? 

Has a written plan of objectives, ac- 
tion and timing been formulated with 
regard to company-wide personnel ac- 
tivities ? 


. Has the formal personnel program of 


the company been tailored within the 
last year to meet changing company 
needs ? 


. Has the personnel department con- 


structed job evaluations and de- 
veloped rating devices for use by the 
line organizations ? 

Are all company policies reduced to 
written, published statements ? 


. Is the chief executive of the company 


personnel minded ? 

Does the personnel manager con- 
stantly strive to make the management 
appreciate the need of changing its 
thinking and acting for harmoniza- 
tion with the personnel program? 


. Does the company carry on executive 


development activities ? 


. Are all company policies, as they af- 


fect the personnel function, in keep- 
ing with the times, fair within the 
industry and based on moral truth? 
Does the personnel manager have 
clearly defined and in writing the 
delegation of responsibility and au- 
thority of the people under him? 
Are the principles advocated by the 
personnel manager followed in the 
supervision of the personnel depart- 
ment ? 

Are the following activities included 
in the personnel function? Namely: 


(a) Assisting in the fostering of sat- 
isfactory employer-employe rela- 
tions. 

(b) Insuring coordination of person- 
nel activities throughout the en- 
tire company. 

(c) Obtaining, maintaining and fos- 
tering the development of the en- 
tire company workforce. 

(d) Fostering the utilization of the 
workforce in the most efficient 
manner from an employer-em- 
ploye viewpoint. 





COST AND BUDGET SYSTEMS 
ORGANIZATION AND PROCEDURAL 


STUDIES 
CO-OPERATIVELY DEVELOPED 
ARTHUR LAZARUS COMPANY 
Management Consultants 
70 Pine Street - New York 5 








“ANOTHER FINE PRODUCT IN EDISON'S COMPLETE LINE...1 


Imagine 


this work-reliever 
exclusively yours! 






— 


—with 13 features 


exclusively Edison's! 





Pi 


Still unmatched, still champ in the field of individual dic- 
tating instruments, the Disc Edison Voicewriter is the popular 
choice of those who want or need a facility exclusively their 


own. Thirteen patented Edison features make it the world’s 


foremost personal workload-handler for busy executives. 


Moreover, it integrates ideally with the Epison TELEVOICE 
System, permitting a perfect fit of our equipment to your 
varied needs. Greatest clarity range of any dictating instru- 
ment and twice the indexing accuracy, assuring complete 


understandability of your voice and of your instructions. Get 


the facts — today! 


Edison Voicewriter 


JUST OFF THE PRESS! Send for the 
new booklet, DISTINCTLY YOURS 
—tweive pages of facts and ideas 
about this modern, direct way to 
handle your daily work. Or, for a 
demonstration, phone “EDI- 
PHONE” in your city. In Canada: 
Thomas A. Edison of Canada, 
Ltd., Toronto 1, Ontario. 


Q Edison. 


INCORPORATED 


EDISON, 1 Lakeside Ave., W. Orange, N. J. 


Please send me DISTINCTLY YOURS. 


NAME 


COMPANY 


ADDRESS___ 


CITY a 


ZONE ____STATE 
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EXECUTIVE PAY PLANS* 
A research study published by Business Reports, Inc., New York 


Today's $25,000-a-year executive has 
only $10,125 left in 1939 dollars after 
taxes ; high taxes and inflation have whit- 
tled the $50,000-a-year executive down 
to less than $16,000 of 1939 vintage. In 
1940 they “took home’ $22,000 and 
$35,000, respectively. 

After keeping up with the scale of liv- 
ing required by his job, there is little or 
nothing left to save for retirement income 
and family income. To have income at age 
65 equal to half his present take-home 
pay, a 50-year-old executive must now 
save more than 46% of his annual take- 
home pay. 

In a new research study entitled “Ex- 
ecutive Pay Plans,” the staff of Business 
Reports, Inc., publishers of J. K. Lasser 
Reports, has analyzed what more than 
100 companies have done to meet this 
problem. 

Corporate employers have as large a 
stake as their executives in finding a so- 
lution to this problem, since many crack 
executives, particularly on the second 
level, have discovered they can build 
more wealth and family security as suc- 
cessful local dealers than as vice presi- 
dents. New executive pay plans are ae 
developed, therefore, to attract and hold 
experienced men and to focus on com- 
pany operations much mental energy 
now devoted to family financial worries. 

According to Business Reports, money 
put into a qualified pension plan will 
give an executive two-thirds more retire- 
ment income than the same amount paid 
to him in salary and saved by him in an 
annuity contract. Likewise, the same 
money applied to a deferred pay contract 
with his company will give him one-third 
more retirement take-home pay than 
savings out of current salary. 


* A limited number of copies of the research 
study are available from the publishers—Busi- 
ness Reports, Inc., 225 West 34th Street, New 
York City—at $5.00 a copy 
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A recent example of the deferred pay 
deal is that by which National Broad- 
casting Company tied up the services of 
Milton Berle for the next 20 years. The 
net effect of this deal is to give Berle 
nearly three times as much take-home 
pay over 30 years as he could ogo after 
taxes out of the same money taken in 
three years at the full rate his present 
popularity permits him to demand. 

The Business Reports study points out 
that, although an executive runs infla- 
tion risks when he accepts a fixed amount 
of dollars payable upon his retirement 
or death, the risk can be hedgyd by stock 
options which permit him to ride with, 
rather than against, inflationary trends. 
The advantages are shown by these fig- 
ures: 

1939 

1.00 $ 


1951 
Value of Dollar $ 542 
Dow-Jones_Indus- 
trial Average 
Moody’s Yield on 
Industrials 


142.66 243.95 


3.9% 6.79% 

If an executive had an option to ac- 
quire stock at the 1939 Dow-Jones level, 
he would have about the same percent- 
age gain on the stock as his percentage 
loss on the dollar. If he had exercised his 
option to buy the stock at the 1939 Dow- 
Jones level, the 1951 dividend level on 
that stock would give him a yield of 
11.6% on his investment. Thus, by 
matching the size of a stock option 
against the dollar value of future in- 
come, the executive can be given a rea- 
sonable inflation hedge. 

Many companies, according to the 
study, are now taking advantage of a 
new provision of the 1950 tax law under 
which they may issue stock options and 
the executive may acquire stock without 
tax liability. These stock option plans 
may vary, depending on whether the ob- 
jective is to give the executive a bargain 
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investment and attractive dividend yield, 
or a chance to realize capital gains on 
company stock. 

Strain on the executive's budget may 
also be relieved by a company commit- 
ment of income to his widow and chil- 
dren. The editors point out that the same 
number of dollars will buy considerably 
more family security if the employer- 
corporation promises income to an ex- 
ecutive’s family than if the company pays 
him more salary so that he can buy insur- 
ance to provide comparable protection. 

There is an important place, too, for 
insurance contracts to fund and to carry 
the risks on company commitments for 
future payments. The Business Reports 
study contains illustrations which show 
how the same dollars necessary to give 
the executive a pay increase for him to 
provide for his own and his family’s se- 
curity will, when invested by the com- 
pany in an insurance contract, provide 
not only equivalent security for him, but 
also a substantial amount of tax-free 
company funds to replace the executive 
if the company should lose him before 
his retirement. 

Up to this point the pension plan has 
not been particularly valuable in meet- 
ing the executive problem because of re- 
strictions which the Treasury has placed 
on its use. Several recent developments 
have combined, however, to increase its 
efficiency as a retirement and investment 
vehicle for executives and particularly 
for officer-stockholders in small corpora- 
tions, Business Reports’ research has re- 
vealed. National Biscuit and Air Reduc- 
tion have recently amended their pension 
plans accordingly to provide more ade- 
quately for their executives. 

Several companies have used a com- 
bination of the available techniques. The 
research study analyzes the elaborate 
plans of Chrysler and Federated Depart- 
ment Stores to provide for their execu- 
tives by a fully developed combination 
of pension plan, salary continuation con- 
tract, and stock option and stock pur- 
chase arrangements. 

The study also points out that each 
dollar of business expense for which an 
executive is not reimbursed can eat up 
$2 or more of his salary, and analyzes 
what companies are doing to relieve 
their executives of this strain. 


TIME OUT FOR MENTAL 
DIGESTION 


By Robert Rawls 


Because many otherwise able men and 
women are not so successful as they could 
be in “‘selling” their ideas and their plans 
to other people, Robert Rawls has written 
and the Updegraff Press, Ltd. has pub- 
lished this booklet. 

The author feels that mental digestion 
is the cure for one of our greatest weak- 








Examine FREE! 


A completely new tool for 


The Prentice-Hall 
Corporate Treasurer's and 


——(ontroller’s Handbook 


Never before has so much specific information of direct 
value to the corporate treasurer and controller been as- 
sembled in one single volume! 

Superbly organized for instant reference, the CORPO- 
RATE TREASURER’S AND CONTROLLER'S HAND.- 
BOOK gives you practical pointers on long-term and 
short-term financial planning, on forecasting and inter- 
preting general economic conditions, on developing a 
sound budget program. Tells in detail how to control 
Production, Distribution and Plant and Equipment costs. 
Shows systems and procedures for activities that are not 
generally standardized, such as tax and insurance records, 
safeguarding of investments and documents, and reten- 
tion and destruction of business papers. 

Some of the many topics covered are: Setting Stand- 
ard Costs; How to Compute and Use the Breakeven 
Point; Setting Up and Maintaining Inventory Control 
Records; External and Internal Audits; Internal Check 
on Errors and Fraud; Dividend and Surplus Policies; 
Tax Follow-Up and Control; Essentials of Adequate In- 
surance Production. 

More than twenty-five experts, outstanding in their 
respective fields, have collaborated to give you all the 
facts, forms and examples needed to guide you in every 
phase of your work. They have provided scores of in- 
valuable “how-to-do-it” illustrations. Every time a form 
is mentioned, you can see it. Every time a report is dis- 
cussed, you can look at it. What other books talk about 
—this books shows you! 

Drawn from scores of special studies, every single 
method and plan described in this working guide has 
been tested in actual corporate practice; only the most 
up-to-date and efficient have been used. Thus you benefit 
by the most precise techniques available to save yourself 
time and effort and to cut expense substantially in your 
handling of corporate affairs. 





FREE 10-DAY TRIAL 


It costs you nothing to examine this new CORPORATE TREAS- 
URER’S AND CONTROLLER’S HANDBOOK for ten full days. 
See for yourself how valuable it can be to you. Then send only 
$12.50 plus a few cents for postage and packing, in full pay- 
ment—or return the book and owe nothing. Mail the coupon 
now to get your copy on this free-trial basis. 


PRENTICE-HALL, INC. 
Dept. M-C-1051 


70 Fifth Avenue New York 11, N. Y. 


handling corporate affairs! 


PARTIAL CONTENTS: Financial planning—long 
term forecasting. Developing, installing and adminis- 
tering a budget program. Setting standard costs. 
Controlling production, distribution, plant and 
equipment costs. How to compute and use the break- 
even point. Financing. Duties connected with stock 
and bond issues. Systems and practices for control 
of accounts receivable, accounts payable. Analysis 
and interpretation of business results. Tax control 
procedures, etc., etc. 1280 pages, 6 x 9 inches. $12.50 


nn nent te ter errant ee gee eee 


FREE EXAMINATION COUPON 
Fill in and Mail Today 

Prentice-Hall, Inc., Dept. M-C-1051 
70 Fifth Avenue, New York 11, N. Y. 
Send me, for 10 DAYS’ FREE TRIAL, a copy of the 
CORPORATE TREASURER’S AND CONTROLLER'S 
HANDBOOK. At the end of that time I will either keep 
it and remit the price of $12.50, plus a few cents postage 
and packing, or return it to you and owe nothing. 
Name 
Firm 


Address 
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Detailed, authoritative guide to today’s problems in 


Actual Contracts, Plans 
of Leading Corporations 


140 pages of documents — 
each carefully analyzed — 
covering: Salary, Profit- 
Sharing Contracts; Stock 
Bonus, Stock Purchase 
Plans; Stock Options; 
Deferred Compensation; 
Pensions; Retirement; etc. 


Model Compensation Contract 


Complete specimen contract, with 
salary and profit-sharing provisions, 
provides basis for legally valid, 
trouble-free compensation agree- 
ments, Clauses cover: Hiring, Per- 
formance, Compensation, Personal 
Expenses, Deferred and Advance 
Payment, Covenant Against Com- 
petition, etc. 


COMPENSATING dc 


CORPORATE EXECUTIVE 


GEORGE THOMAS WASHINGTON 
Judge, U. 8. Court of Appeals, 
District of Columbia Circuit 


Vv. HENRY ROTHSCHILD, 2nd 
Member, New York and Federal Bars 


NOW on the press—this up-to-the-minute, com- 
prehensive volume fully explains the legal and 
business aspects of every type of executive com- 
pensation—discusses latest developments, pres- 
ent-day governmental and judicial controls, 
future implications of salary and incentive plans. 


Stresses Impact of Taxes, Regulations 


Based on representative corporate practice, the 
book offers invaluable aid to accountants, attor- 
neys with corporate clients; corporate managers; 
investors—all concerned with the increasing effect 
of federal taxes and regulations on executive payments. 
Throughout, the book reflects Judge Washington's 
expert knowledge of the field, and the wide profes- 
sional experience of Mr. Rothschild—now member and 
Chief Counsel of the Salary Stabilization Board. Re- 
vised Edition, fully annotated. 590 Pages. $12.00 


THE RONALD PRESS COMPANY, 15 East 26th St., N.Y.10 








What are the Advantages of 
THE NATURAL BUSINESS YEAR? 


You will find the answers to this question in an informative 


article from a recent issue of The Journal of Accountancy. 
Because many company executives, bankers and accountants 
have shown an interest in this plan to avoid the “log-jam” of 


December 31 closings, we have prepared reprints of the article. 


If you would like a copy, please write 


Pandick Press, Ine 


22 THAMES STREET, NEW YORK 6, N. Y. 
Printers of ANNUAL Reports ¢ BrocuuREs * PROSPECTUSES 
REGISTRATION STATEMENTS * PROXY STATEMENTS 
and all related documents 


Established 1923 








nesses in dealing with people. He explains 
how to organize and “‘dish = ideas in 
such a way that people can digest them 
easily. 

Not only is the booklet designed to 
help the reader work more effectively with 
business or professional associates, but it 
is aimed to we each individual discover 
how to improve his own mental digestion 
and how to be surer of the soundness of 
his ideas before exposing them to other 
people. 

The booklet appears a worthy candidate 
for the third of the three dicta established 
by Sir Francis Bacon: ‘Some books are 
to be tasted, some to be swallowed, and 
some to be digested.”—P. H. 

Published by Updegraff Press, Ltd., Scars- 
dale, New York. $1.00. 


SPECIALIZED ACCOUNTING 
SYSTEMS 
By Henry Heaton Baily 


This second edition of Professor Baily's 
well-received book carries new features 
including a chapter on “Construction and 
Installation of an Accounting System’’ as 
well as coverage of such subjects as 
punched card accounting and the use of 
LIFO in department store inventories. 

Among the specialized accounting sys- 
tems covered are: Contractors, department 
stores, small loan and finance companies, 
building and loan associations, commercial 
banks, fire insurance, life insurance, stock 
brokerage, grain brokerage, water utilities, 
railroads, motor carriers, and air transpor- 
tation. 

Published by John Wiley & Sons, Inc., 440 
Fourth Avenue, New York, N. Y. $6.00. 


THE DYNAMIC ECONOMY 
By Harold G. Moulton (with the 
collaboration of Frank Palmer) 


In this dialogue in play form, the au- 
thor aimed to set forth in a simple and 
realistic way the factors and forces re- 
sponsible for our economic development. 
The author's approach has been designed 
chiefly for use in classes at the foreman 
and supervisory level in industry, and in 
schools and adult education groups. The 
material is based primarily on published 
studies of the Brookings Institution, es- 
pecially “Controlling Factors in Economic 
Development.” 

Published by The Brookings Institution, 
Washington 6, D. C. $2.00. 


OTHER BOOK ENTRIES 


THE CORPORATION INCOME TAX. By 
Richard Goode. John Wiley & Sons, 
New York. $3.00. 


New YorkK Laws AFFECTING BUSINESS 
CORPORATIONS (Annoted). United 
States Corporation Company, 160 
Broadway, New York. $2.50. 
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Price Control Policy 
Manual Published 


Publication of ‘Price Controls,” a 200- 
page policy manual for business executives, 
accountants and others affected by current 
price-control regulations, is announced by 
Business Reports, Inc., 225 West 34th 
Street, New York City. Dr. Julius Hirsch, 
chief economic consultant to OPA in 
World War II, and William J. Casey, 


member of the New York Bar, are the | 


authors. 

Emphasis in the manual is placed on 
how accounting records, economic data and 
operating figures on industry may be 
found, organized, and used in working 
out a livable price ceiling. Dr. Hirsch and 
Mr. Casey offer specific recommendations 
and working aids on adaptation of account- 
ing records to give information necessary 
to price properly, to seek adjustments and 
relief, and to demonstrate compliance with 
price controls. They also spell out what can 
and cannot be done in modifying cash and 
quantity discounts, credit terms, and serv- 
ice and trade-in features. 

Special filled-in forms, work sheets and 


other inserts are featured. These include | 


advice on how to use industry figures and 
economic data, and how to get price and 
economic data on specific industries. The 
manual contains a specimen petition for 
relief from hardship. Manufacturers, par- 
ticularly, will be interested in a special 
work-sheet section for determining price 
factors under CPR 22. 

To permit removal and replacement of 
its work-sheet and insert sections, the man- 
ual is in loose-leaf form and comes in a 
three-ring binder. 

Dr. Hirsch is the author of ‘Price Con- 
trol in the War Economy’ (1943) and 
“Standard Figures for Industry.’’ Mr. 
Casey wrote extensively on price controls 
while chairman of the board of editors of 
the Research Institute of America. He re- 
cently collaborated with J. K. Lasser on a 
policy manual, ‘Tax Planning on Excess 
Profits,” published by Business Reports, Inc. 


New Accounting Method 
For Reports Developed 


An accounting method to provide in 
corporate reports information concerning 
the company’s financing operations has 
been devised by R. K. Mautz, a professor 
of the department of business organiza- 
tion and operation of the University of 
Illinois. 

A bulletin issued by the University 
states the method is applicable to either 
large or small businesses without vital 
changes in accounting practice. Details are 
given in the publications. 

Briefly, the system requires a statement 
of the company’s financing plan and its 
costs, coupled with a statement of the 
company’s growth and reasons for change. 
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IDEAS FOR YOU IN THE MAGAZINE OF 


Daily ledger posting on continuous forms 


In the trust department of The First National Bank of 
Chicago, their procedure of punched card accounting pro- 
duces something new. It’s a convenient customer account 
ledger, presenting all essential statement information—to 
which current transactions are posted simply by filing the 
daily records tabulated in continuous form. The originator, 
Mr. C. M. Weaver, describes this highly successful innova- 
tion in PS, 23.* 
Also in this magazine: Work Simplification, the Scientific 
Method, by a leading authority. Today our Representatives 
are employing this technique on behalf of customers—tre- 
examining Standard Register systems, applying auxiliary 
devices and equipment—for further savings. 
Record systems actually simplify paperwork when you: 

A. Develop the best procedure 

B. Simplify the writing process 

C. Design the most efficient form 
These are the three avenues for complete improvement of 
any system, for maximum savings in time and office man- 
power. 
*Write for copies of Paperwork Simplification (PS) free. 
The Standard Register Company, 4410 Campbell St., 
Dayton 1, Ohio. 
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aligning devices: 


THE REGISTRATOR 
PLATEN 


AUTOMATIC LINE 
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Advances form into 
new writing position 
in one motion 


DUAL FEED 
Registers 2 different 
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trim, tear off, stack 
Kant-Slip forms 
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WARNING 


Selfish interests threaten 
the cause of “Better Government 
at a Better Price.” Your help 
is needed now! 


The bipartisan Hoover Commis- 
sion made 300 specific recommen- 
dations designed to cut waste and 
inefficiency from government op- 
erations. 

Today, 50% of these recommen- 
dations have been enacted into law. 
They’ve made a big start in the im- 
portant job of modernizing Federal 
machinery and have cut waste by 
billions annually. 

Now the rest of the Hoover Re- 
port recommendations are before 
Congress. They can save billions 
more—put our government in fight- 
ing trim, but they face strong op- 
position from selfish interests. To 
assure their passage, these benefi- 
cial acts need your support and the 
support of every citizen now! 
HERE’S WHAT TO DO. Send today for the 
FREE booklet, “Will We Be Ready?” 
This booklet gives the rousing story 
behind the Hoover Report—the star- 
tling facts it disclosed—the wonderful 
progress it has made. It’s a blueprint 
for action that will help you finish a 
job on which our National Security 
may depend. 

The Hoover Commission and The Citizens 
Committee for the Hoover Report 
The Hoover Commission was created 
unanimously by Congress in 1947 on 
a bipartisan basis—6 Democrats, 6 
Republicans. The Citizens Committee 
is a bipartisan, nonprofit group to en- 
courage enactment of Hoover Report 
recommendations for 
greater efficiency in the 

Federal Government. 


Tear out coupon to remind 
yourself to get this 
free booklet without fail 


Hoover Report, 
Box 659, 
Philadelphia, Pa. 


I WANT TO LEARN more about how I 
can work for “better government at a 
better price.” Please send me your free | 
bipartisan booklet, “Will We Be Ready?” 


Name. 











This message is published in the 
public interest by 
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Practical Aspects of Internal Control 


Excerpts from an address by Joseph Pele}, partner in Price, 
Waterhouse & Co., New York, as presented at the Eastern 
Conference of Controllers Institute, Baltimore. 


NCE AGAIN industry is faced with the 

necessity of gearing its organization 

to meet the demands of an emergency 

economy. In doing so, it is well to review 

| the experiences of the past to ensure at- 

| tainment of the objectives with as high a 

| degree of efficiency and economy as prac- 
| ticable. 

More than ever, accountants are con- 
| cerned with the development of cost and 
| general accounting information not only 

to meet the conditions created by the 
| emergency measures but to provide man- 
agement with reliable bases for the con- 
| trol of operations. The usefulness of the 
information so developed depends to a 
| large extent upon the soundness of the ac- 
| counting system. 
| Failure to realize the necessity of giving 
| early attention to adjusting the system to 
| changing conditions may in part account 
for so many companies having experienced 
serious impairments in the functioning of 
| their systems during World War II. Now 
| is the time to examine the methods and 
procedures of the organization and to 
| formulate definite plans to maintain their 
| satisfactory status. 
| Internal control may be defined as a 
division of duties among the employes of 
an organization so as to preclude an em- 
ploye from having complete control over 
an important part of a business transac- 
tion. 
The following general points are 
worthy of consideration in reviewing the 
| system of internal control: 


1. The aggregate annual sum of defal- 
cations in this country amounts to 
several hundred million dollars, in- 
volving people of good social back- 
ground. Internal control should not 
be built solely around honesty and 
personal integrity of the employes to 
whom responsible duties are dele- 
gated. 

. Internal control should be based on 
good organization where the de- 


partmental functions and the duties 
of the employes in each department 
are clearly defined. 

. Each transaction should receive ade- 
quate attention in order to ensure 
that adequate safeguards have been 
established at all important points. 

. The established procedures should 
be carefully examined for their ef- 
fectiveness so that procedures sound 
in principle do not completely fail 
in accomplishing their purpose be- 
cause of the manner in which they 
are carried out. 

. Every effort should be made to en- 
sure that the employes to whom the 
various duties are delegated be 
carefully instructed so that they un- 
derstand the significance of the 
work assigned to them and appreci- 
ate the consequences of unauthorized 
departures from prescribed proce- 
dures. 

. A wholesome alertness among em- 
ployes should be generated. 


Attention should be directed to proper 
lines of authority and responsibility. It is 
the responsibility of the chief accounting 
officer of the company to prescribe the ac- 
counting procedures and methods to be 
followed at all locations of the company. 
Personnel responsible for the operations 
should have no control over the records 
and reports in which the results of such 
operations are recorded. 

The presentation of well-organized ac- 
counting data to top management, de- 
partment heads, superintendents, foremen 
and other responsible personnel will fur- 
ther strengthen and supplement in im- 
portant respects the safeguards established 
in the system of internal control. 

The establishment of an adequate sys- 
tem of internal control is the primary re- 
sponsibility of management charged with 
taking all reasonable measures for the pro- 
tection of both stockholders and employes. 


The head of the Mellon Institute tells us that the usual 
breakdown of the expense of developing a new product is 


about as follows: 


Research 
Pilot Plant Operation 


Equipment and tooling for commercial production 
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99 million ledger sheets eliminated 
by microfilming punched-card list- 
ings. 

As the employers’ quarterly re- 
ports of taxable wages paid to each 
employee are received, punched 

cards are prepared, balanced, and 

waiaieabaela in account-number sequence. 


At the end of the fourth quarter (in the cyclical 
work schedule) . . . a tedious and costly book- 
keeping operation is eliminated . . . a revolutionary 
advance takes place— 

The punched cards are no longer posted to 
individual employee ledger sheets. Instead, they 
are “run off” as continuous listings, in account- 
number sequence. 

And then Recordak microfilming copies these 
bulky listings with photographic accuracy and 
completeness . . . recording a year’s activity for a 
thousand employees on about 2 ft. of 16mm. film. 

Next, duplicate film copies are made from each 
roll of Recordak Microfilm. Then these copies 


are cut into ‘1,000-account” sections, and spliced 
to reels which contain the previous film record 
of these accounts—including copies of the original 
ledger sheets. 


Thus Social Security will be able to keep a 
35-year record of 1000 employees on a roll of 
film that’s no larger than your palm . . . and also 
give its valuable records far greater protection. 

Just ther example, this, of the way 
Recordak microfilming is serving Government 
... and 65 different types of business .. . 
thousands of concerns. 

Write for a free copy of ‘50 Billion Records 
Can’t Be Wrong.” It cites typical short cuts made 
possible by Recordak microfilming . . . gives de- 


tails on the line of Recordak Micro- gamy 





filmers now offered on an attractive 
purchase or rental basis. Recordak 
Corporation (Subsidiary of East- 
man Kodak Company), 444 Madi- 
son Ave., New York 22, N. Y. 
“Recordak” 


ts a trade-mark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


‘originator of modern microfilming—and its application to accounting routines 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


FRANCIS M. HERNAN (#3962-1947) 
has joined the Fruehauf Trailer Com- 
pany, Detroit, as assistant controller in 
charge of plant accounting. Before join- 
ing Fruehauf, Mr. Hernan was budget 
director of Anchor Hocking Glass Cor- 
poration, Lancaster, Ohio, for six years 
and, prior to that, was assistant control- 
ler of Weatherhead Company, Cleve- 
land, Ohio, for five years. Mr. Hernan, 
a CPA, is a member of the American In- 
stitute of Accountants, the Ohio Society 
of Certified Public Accountants and the 
National Association of Cost Account- 
ants. 


HaroLp C, Stott (#1215-1938), vice 
president and treasurer, Albert M. 
Greenfield & Company, Philadelphia, will 
address the Fourth Annual International 
System Meeting of the Systems and 
Procedures Association of America on 
October 10-11 on the subject of “Man- 
agement—A System.” 


Ww. HERBERT CarR (#299-1934), vice 
president and treasurer, California Pack- 


ing Corporation, San Francisco, Cali- 
fornia, was recently elected a vice presi- 
dent of Alaska Packers Association. He 
has been a member of the Board of Di- 
rectors and of the Executive Committee 
of Alaska Packers Association since 
1945. 


EpWARD LOGAN JONES (#4435-1948), 
assistant secretary-treasurer of the Wes- 
ton Biscuit 
Company, Inc., 
Passaic, N. J., 
has been elected 
secretary-treas- 
urer of all the 
Company's 
plants in the 
United States. 
Mr. Jones joined 
the Weston or- 
ganization three 
years ago suc- 
ceeding the late 
James V. Hayes (former member #2541- 
1943). Mr. Jones, a native of Montreal, 
is a chartered accountant in Canada, a 


MR. JONES 
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The Seventh Sponsored by 


Will Be Held in the 


Monday, October 29, 1951 





A Leading Top Management and Public 
Relations Event of the Fall Season 


Annual Report Awards Banquet 


FINANCIAL WORLD 


Grand Ballroom, Hotel Statler, W@W York 


Winners of “Oscars of Industry" 
{will be listed in the Annual Awards 
Number of FINANCIAL WORLD, 
dated October 31, 1951, which 
also is distributed at the Awards 
Banquet on October 29th. . . 

Advertising forms for this issue of 
prime interest to top executives 
close Wednesday, October 24th. 
For reservations and information on the 
Awards Number to be distributed at the 


janquet, write: Weston Smith, —— 
World, 86 Trinity Place, New York 6, N. 








CPA in this country and a member of 
the National Association of Cost Ac- 
countants and the Dominion Association 
of Chartered Accountants. Jones 
transferred from the Richmond, Virginia, 
office of Weston to the Passaic office in 
August 1950. 


ALBERT L. WILLIAMS (#2380-1942), 
vice president and treasurer, Interna- 
tional Business 
Machines Cor- 
poration, New 
York, was rfe- 
cently elected a 
director of IBM. 
Mr. Williams 
succeeds JOHN L. 
BARTON, fresi- 
dent manager at 
the Endicott, 
N. Y. plant, 
who retired Au- 
gust 1 after 51 
years of continuous service. Mr. Wil- 
liams, who is a CPA, joined the company 
in 1936. In 1941 and 1942 he was chief 
of the production requirements branch 
of the Bureau of Priorities. Mr. Wil- 
liams was made controller in 1942, treas- 
urer in 1947, and vice president and 
treasurer in 1949. 

At the meeting of the Board of Di- 
rectors of Controllers Institute held on 
October 1 in connection with the 20th 
Annual Meeting at the Waldorf-Astoria 
Hotel in New York, Mr. Williams was 
appointed a trustee of Controllership 
Foundation, research arm of Controllers 
Institute. 


MR. WILLIAMS 


HAROLD J. ALTHOUSE (#4905-1950), 
comptroller of Peoples Drug Stores, 
Inc., Washington, D. C., was recently 
elected treasurer, succeeding the late 
WILLIAM H. CHURCHILL. 


The following new officers were 
elected for the American Accounting 
Association in September (they will take 
office on January 1, 1952): 

President, GEORGE R. HUSBAND, 
Wayne University; Vice Presidents, RICH- 
ARD S. CLairE, Arthur Andersen and Co., 
THOMAS M. DICKERSON (#4678-1949), 
Western Reserve University, WILLARD J. 
GRAHAM (#4217-1948), University of 
Chicago; Secretary-Treasurer, CHARLES J. 
Gaa, University of Illinois; Director of 
Research, RALPH C. JONES (#4521-1949), 
Yale University. 

Editor of the Accounting Review, is 
FRANK P. SMITH (#2081-1941), Univer- 
sity of Rochester. 

The Executive Committee for 1952 will 
be composed of such officers plus the 
three most recent past presidents, who are: 
Ropert L. Dixon, University of Mich- 
igan, PERRY MAsON (#4967-1950), Uni- 
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versity of California, and S. PAUL Gar- 
NER, University of Alabama. 


O. GRESSENS (#1234-1938), vice pres- 
ident and  contralier of Commonwealth 
yeti ign ome Edison Co., Chi- 

. ee cago, has re- 
signed to be- 
come finance 

vice president of 

RoohedeCea! 
Co., Chicago. 
GorRDON COREY 
willsucceed Mr. 
Gressens as con- 
troller of the 
utility com- 

MR. GRESSENS pany. 

HERBERT E. Carnes has been elected 
executive vice president of American 
Home Products Corporation, New York. 
Mr. Carnes joined American Home 
Products in 1936 as head of the tax 
department, becoming comptroller in 
1939, treasurer in 1941, a director in 
1948, and a vice president in January 
1950. 


JOHN R. RussELL (#4757-1949) has 
resigned as controller of Affiliated Gas 
Equipment Inc., Cleveland, Ohio, to be- 
come associated with Pullman-Standard 
Car Manufacturing Company, Chicago, 
Ill., as assistant comptroller. 


ALBERT W, SMITH, JR. (#5085-1951), 
formerly assistant controller, the Cooper- 
Bessemer Corporation, Mount Vernon, 
Ohio, is now comptroller of the Steel 
Improvement & Forge Company, Cleve- 
land. 


JAMES L. JERTSON (#4664-1949), for- 
merly controller, Milwaukee Boston 
Shoe Company, Milwaukee, was recently 
appointed to the newly created post of 
controller of W. & J. Sloane, New York. 


Cart H. HENRIKSON, JR. has been ap- 
pointed vice president and general man- 
ager of S-D Surveys, Inc., New York. 
Mr. Henrikson was formerly with J. M. 
Mathes, Inc., as director of Research. 
During World War II he was regional 
business consultant with the U.S. De- 
partment of Commerce in the New 
York Federal Reserve District. Mr. 
Henrikson is a director of Accounting 
Offices, Inc., New York. At one time he 
taught Business Finance at the Univer- 
sity of Chicago, 


R. H. PursiFuL (#4803-1950), for- 
merly controller and assistant treasurer, 
M & M Woodworking Company, Port- 
land, Oregon, is now financial vice presi- 
dent and director of the White Stag 
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Manufacturing Company of the same 
city. 


LAURENCE R. CHAMBERS (#2261- 
1942), controller and assistant treasurer 
of Horn & Hardart Co., New York, has 
been elected treasurer of Childs Co., the 
restaurant chain, in Long Island City, 


STuART B. MILLER (#1962-1941) dis- 
cussed the determination of depart- 
mental costs in a panel discussion of 
accounting problems at the Annual Meet- 
ing of the National Association of Ac- 
countants for Cooperatives, which was 
held in Columbus on September 12-14. 


KENNETH C. WEAVER (#4925-1950), 
controller, the Hoover Company, North 
Canton, Ohio, 
was recently 
elected treasurer 
of the company 
tosucceed RICH- 
ARD S. HOOVER, 
who has re- 
signed. Mr. 
Weaver came to 
the Hoover Com- 
pany in 1929 as 
a field auditor. 
He became a 
staff member of 
the controller's department in 1937 and 
was promoted to assistant controller in 
1941 and controller in 1950. 


MR. WEAVER 


Mar TIN H. MILter has been named di- 
vision controller for the National Sup- 
ly Company's Engine Division, Spring- 
field, Ohio. Mr. Miller joined National 
Supply in 1934 and held successively, 
the positions of cost clerk, chief cost 
clerk, budget supervisor, and plant con- 
troller at the Springfield plant. In his 
new position he will coordinate all ac- 
counting functions of the company’s 
Engine Division. 


CLEEMAN WITHERS (#1067-1937), 
formerly treasurer of the Sperry Gyro- 
scope Co., Inc., Great Neck, New York, 
has joined Gerity-Michigan Corp., 
Adrian, Michigan, to direct a newly set 
up “defense department.” 


HENRY KEYSERLING (#3345-1945), 
controller of Plymouth Cordage Com- 
pany, North Plymouth, Massachusetts, 
was elected a vice president of the com- 
pany. Mr. Keyserling was a speaker at 
the Industry Conference on Textiles at 
the recent 20th Annual Meeting of Con- 
trollers Institute. 


L. E. ROBERTSON (#2021-1942), for- 
merly controller, Newtex Steamship 
Corp., New York, has been appointed 
assistant comptroller, Toy I iran 28 
Company, Great Neck, N 


ALLAN M. BLACK (#2698-1943), vice 
president of the Federal Reserve Bank 
of Chicago, has been appointed con- 
sultant to the general accounting office 
of the United States. He will continue 
his duties at the bank but will be avail- 
able for consultation in connection with 
specific accounting systems, develop- 
ments, and projects instituted by the 
Comptroller General of the United 





CONTROLLER-TREASURER 


Progressive and successful manufacturer 
of established line of high quality tools, 
located in small, pleasant, midwestern 
city; 400 employees, and annual sales of 
$6,000,000, requires a TREASURER. Po- 
sition entails full administrative responsi- 
bilities for financial policies and func- 
tions, under the General Manager. Also 
includes general direction of office opera- 
tions, accounting, budgeting, credit, and 
tax matters. Similar previous experience 
with manufacturer essential. Age 35-45. 
Must be graduate of recognized school of 
business administration. Write fully giv- 
ing qualifications, record, references, sal- 
ary requirements. 


Address Box 1071, CONTROLLER 
1 East 42nd St., New York 17, N. Y. 











It’s the hotel that saves you time 
in Washington. Mere minutes from 
government agencies, it is also 
within walking distance of the 
financial district, department stores 
and theatres. Living is comfort- 
able. Service is unsurpassed. You'll 
enjoy the Carlton. 


Frank E. Weakly, 
president 
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How to save « 
RULED FORMS 


e save printing costs 
e save storage space 


—and save by avoiding throw- 
away loss of obsolete forms. 


HERE’S HOW 


1 Prepare a stencil 
usinga Mimeoscope” 
illuminated drawing 
board and styli. 


2 Mimeograph ten 
or thousands of cop- 
ies at speeds up to 
180 per minute. 


States in the Joint Program of Account- 
ing in the Federal Government. Mr. 
Black's special talents will be used in 
connection with more economical pro- 
cedures with particular emphasis on the 
most effective utilization of mechanical 
accounting processes. He will also make 
recommendations as to the operating re- 
lationships which will prevail between 
the fiscal processes of the Treasury, op- 
erating agencies of the Government, the 
Federal Reserve System, and private 
business. 

Mr. Black has been a consultant with 
various committees of the Treasury for 
several years. He has been with the Fed- 
eral Reserve Bank of Chicago since 1918 
as manager of the Planning Depart- 
ment, assistant vice president, cashier, 
and vice president. 


JaMEs P. STEELE (#3025-1944), for- 
merly controller of Jacobs Pharmacy Co., 
Inc., Atlanta, 
Georgia, is now 
secretary-treas- 
urer of the com- 
pany. Mr. Steele 
served as vice 
president of the 
Atlanta Control 
of Controllers 
Institute, 1949- 
1950, and as 
president, 1950- 
1951. Mr. Steele 
joined Jacobs in 
1940 and was named controller in 1943. 
He is a member of the National Associa- 
tion of Cost Accountants. 


MR. STEELE 


Booz, Allen & Hamilton, New York, 
since May 1950, has recently been ap- 
pointed director of finance and control 
in the Chicago administrative offices. 


THOMAS B. FRANK (#2340-1942) has 
announced the organization of Thomas 
B. Frank Associates, management con- 
sultants and accountants, Mineola, New 
York. Associated with Mr. Frank is AL- 
BERT R. GasseR, certified public account- 
ant. 


KENNETH W. LEDERMANN (#4538- 
1949), formerly chief accountant with 
Solar Aircraft Company, San Diego, 
California, is now with Booz, Allen & 
Hamilton, Chicago. 


WaLTER R. HUMMEL (#1788-1940), 
formerly treasurer, Campbell, Wyant & 
Cannon Foun- i 
dry Co., Mus- F 
kegon, Michi- 4 
gan, has joined 
Camfield Manu- 
facturing Com- 
pany, Grand 
Haven, Michi- 
gan, as assistant 
to the president 
and controller. 

Mr. Hummel 

served as a na- 

tional director MR. HUMMEL 

of Controllers Institute from 1948-1951 
and is a past president (1944-45) of the 
Western Michigan Control of the In- 
stitute. 


RIcHARD H. Les.iE has been appointed 
vice president and treasurer, Bank of the 
Manhattan Co., New York. Mr. Leslie will 
be succeeded as controller by CHARLEs A. 
AGEMIAN, assistant vice president. 


No need to maintain a big inven- 
tory of forms since stencils can 
be filed for immediate re-runs. 
MODERN mimeographing gives 
you sharp black-on-white copies 
on almost every kind of paper 
and card stock—on both sides if 
you wish—and A. B. Dick 
mimeograph products are for use 
with all makes of suitable stencil 
duplicating products. 


HERBERT J. MYERS (#2564-1943) has 
joined Solar Aircraft Company, San 
Diego, California, as a procedure super- 
visor. 

H. J. FRAVERT (#4675-1949) is now 
secretary and treasurer of the Monarch 
Marking System Company, Dayton, Ohio. 
Mr. Fravert was formerly controller and as- 
sistant treasurer. 


HENRY MAGGIOLO (#2402-1943), 
chairman of the State and Local Taxa- 
tion Committee of Controllers Institute, 
has been appointed an industry member 
of the Wage Stabilization Board, Region 
2. Mr. Maggiolo is assistant to the treas- 
urer, Combustion Engineering-Super- 
heater, Inc., New York. He was one of 
the speakers at the 20th Annual Meet- 
ing of Controllers Institute on the sub- 
ject of “The Growing Impact of State 
and Local Taxes.” 


For more information simply 
mail the coupon below. 





A. B. DICK COMPANY, Dept. C- 1051 
5700 W. Touhy Avenue, Chicago 31, Ill. 


Obituary 


Without obligation, send me free sam- 
ples of mimeographed ruled forms and 





full information. 


Frederick Clairmont Moore, 49, resi- 
dent comptroller of Chevrolet-Bloom- 
ficid, a New Jersey division of General 
Motors Corporation, died on September 
15, 1951. 

Associated with General Motors for 
the last 24 years, Mr. Moore had worked 
in the corporation’s plants in Kansas 
City, St. Louis, Flint and Detroit. He was 
assigned to the New Jersey post in 1944. 


Name 


ARTHUR J. SowERS (#3238-1944), for- 
merly controller, Diamond Alkali Com- 
pany, Cleveland, Ohio, has joined the 
Univis Lens Company, Dayton, Ohio, as 
controller. 


Organization 


| 
| | 
| 
| 
| 


Address 


Morris B. CHESNEY (#1949-1941), 
who has been on the consulting staff of 


City __ State_ 
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Spector Case Impact 
on State-Local Taxes 

Discussing the impact of the Spector 
Motor Case on state and local taxes re- 
cently, Frank Flood, former Assistant At- 
torney General of the State of Connecticut, 
who conducted the Spector Motor Case 
through state and federal courts, declared: 

“Where a state legislature has labeled 
its corporation tax as one imposed on the 
privilege of doing business in the state, 
and it has been so construed by the Su- 
preme Court of that state, such a tax may 
not be imposed on a nondomestic corpora- 
tion, or one without a commercial domi- 
cile therein, if solely engaged in interstate 
commerce, even though the tax be applied 
only to the net income of such corporation 
from business done within the state as 
measured by a reasonably fair and judi- 
cially accepted apportionment formula. On 
the other hand the implication seems clear 
that if such corporation engage in any in- 
trastate business within that state, the tax 
will apply thereto and may be imposed on 
the similarly apportioned net income of 
such corporation from a// business done 
therein. 

“Early and pointed reference in the 
opinion to the ‘all important operating in- 
cidence of the tax’ as the ultimate test of 
constitutionality also makes clear that the 
mere label of ‘franchise’ or ‘privilege’ tax 
will not, however, of itself deny its = 
cation to nondomestic corporations solely 
engaged in interstate commerce. State cor- 
— taxes, so labeled, have been, and will 

upheld where the words of the statute 
clearly define and limit its application to 
the proceeds from a business activity that 
is confined to the state, even though such 
operation be a part of one in interstate 
commerce; as for example, the Mississippi 
‘franchise’ tax upon every person engag- 
ing—within this state in the business of 
operating a pipe line for transporting— 
for hire—from one point to another in this 
state, oil or natural gas—through pipes or 
conduits in this state—which was upheld 
by both the State and United States Su- 
preme Court even though the questioned 
transportation was part of an interstate 
shipment and the nondomestic corpora- 
tion was solely engaged in interstate com- 
merce. (See Interstate Oil Pipe Line Co. 
v. Stone, 337 U. S. 662). 

“The test then is not whether the tax be 
labeled a franchise tax but rather whether 
its impact is on an activity confined to the 
state. In determining the latter the words 
of the particular statute and the State Su- 
preme Court's interpretation are of the ut- 
most importance in the ultimate decision.” 


i. Rie 


In 1947, when output of consumer 
goods in this country was extremely high, 
says a Twentieth Century Fund study, an 
even distribution of these goods among 
the 60 million wage earners would have 
given each one $2,750 worth. 
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In his attempt to protect himself 
from misfortune and the forces of 
nature, man has adopted many 
curious practices, 














Centuries ago, the Norsemen designed 
the prows of their Viking ships to 
resemble dragons or serpents—to 
terrorize the enemy and drive away 
his protecting spirits. 





‘Lee through tailor-made insurance policies and surety bonds, 
your local insurance agent provides real protection against unex- 
pected loss. And every fall, insurance agents hold a national 
convention to discuss new ways of bettering their service. 

To keep your protection up-to-date, simply call our agent in 


your community now! 
A 
Y 


AMERICAN SURETY § 


mumccmmmmmmmmmnmess (C7) PANY om 
tH 

100 Broadway, New York 5, N. Y. =a 

FIDELITY + SURETY + CASUALTY + INLAND MARINE - ACCOUNTANTS LIABILITY 
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NO WONDER 
I TALK A 


“BLUE STREAK” 


“Todd Blue Streak Vouchers are 
something to talk about. The 
day you start using them you 
can doaway with your Accounts 
Payable Ledger, put a stop to 
needless historical bookkeep- 
ing and cut ledger postings 
down to zero.” 

With Todd Blue Streak 
Vouchers there’s no need to 
write separate check stubs, 
check registers or receipts. 
Envelope addressing is out. 
Cash bookand purchase journal 
postings can be reduced to only 
one a day, even if you write 
hundreds of checks daily. 

Every Todd Blue Streak 
Voucher is printed on Protod- 
Greenbac paper—guaranteed 
protection against alteration 
and counterfeiting. Get the 
facts today — without cost or 
obligation—by mailing the 
coupe 


COMPANY, INC. 


ROCHESTER NEW YORK 
SALES OFFICES IN PRINCIPAL CITIES 


DISTRIBUTORS THROUGHOUT THE WORLD 
THE TODD COMPANY, Inc., 
Dept. ‘ Rochester 3, N.Y. 


Please give me full information about Todd Blue 
Streak Vouchers, No obligation on my part. 


Firm 
Address 


Stace 


Plant Replacing Costs Over 30 Billion 


United States corporations used more 
than one half of the $60 billion spent for 
plant and equipment in the postwar years 
to replace facilities worn out during that 
period, the research department of the Na- 
tional Association of Manufacturers re- 
ported in an analysis of the postwar fi- 
nancing of business. Only about 46 per 
cent of plant and equipment outlays rep- 
resented net additions to the value of fixed 
property. 

The study pointed out that although 
debt financing was a major source of 
funds for business expansion in the years 
1946 through 1948, net borrowing for 
most businesses was ended in 1949, owing 
to the disappearance of the need for added 
inventories and customer credit. 

New stock issues furnished only a small 
portion of the total of $89.9 billion 
needed by business in the 1946-49 period, 
representing about 5 per cent of the total 
capital funds from all sources, the analysis 
stated. Retained earnings were an impor- 
tant source of new capital, but this resulted 


from a relatively low level of dividends 
rather than from high profits, according 
to the study. 

The record shows that while profits 
were good in the postwar years, they were 
not “exceptional.” Relative to national in- 
come, profits were about on a par with 
profits in 1937; profits in 1948 were 
slightly better than in 1930, and profits 
in 1949 slightly below profits in 1929. 

A systematic downward trend over the 
postwar years was shown for dividends, 
considered as a per cent of national in- 
come. In 1949, dividends were 3.7 per 
cent of national income, or lower than 
for any year prior to 1941. 

If the corporation earns merely a rea- 
sonable profit and spends that profit on 
capital improvements, instead of paying 
it out in dividends, the customer has “no 
just ground for complaint,” the study says, 
adding that under such circumstances, “'It 
is the sacrifice of the stockholder in for- 
going dividends that provides the funds 
for capital outlays.” 





MARK YOUR CALENDAR 





AMERICAN INSTITUTE OF ACCOUNTANTS 


ATLANTIC CITY 


64th Annual Meeting 


SYSTEMS & PROCEDURES ASSCCIATION OF AMERICA 


CHICAGO 


International Systems Meeting 


INSTITUTE OF INTERNAL AUDITORS 


NEW YORK 


10th Annual Conference 


AMERICAN GAS ASSOCIATION 


NATIONAL INSTITUTE OF GOVERNMENTAL PURCHASING 


ST. LOUIS 


WASHINGTON, D. C. 


6th Annual Conference 


AMERICAN STANDARDS ASSOCIATION 


NEW YORK 


33rd Annual Meeting 


NATIONAL ASSOCIATION OF BANK AUDITORS AND 


COMPTROLLERS 


NEW ORLEANS 


27th Annual Convention 


NATIONAL BUSINESS SHOW 


NATIONAL FOREIGN TRADE CONVENTION 


NEW YORK 


NEW YORK 


38th National Meeting 
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Mechanized 
Material-Handling 
Favored by Labor 


A complete reversal of attitude on the 
part of labor toward mechanical handlings 
methods in the last few years was com- 
mented upon by Nelson Friz, construc- 
tion and maintenance assistant of Esso 
Standard Oil Co., New York, at a recent 
conference held concurrently with the Na- 
tional Materials Handling Exposition in 
Chicago. 

Only a few years ago, Mr. Friz re- 
ported, warehouse labor had the “un- 
spoken fear that machines were to sup- 
plant manpower.” Currently, he said, “it 
would mean mayhem if we attempted to 
go back to the good old days and ways. 
Further, when other plants hear the news, 
it is not at all unusual for the warehouse- 
man to ask when he can expect the equip- 
ment.” 

Arthur Spinanger, head of methods re- 
search and development of Procter & 
Gamble Co., Cincinnati, warned that no 
other factor accounts for so much of the 
wage cost of the average factory as ma- 
terials handling. 


“When it is realized that materials | 


handling, from a quality standpoint, us- 
ually adds no value to the finished prod- 
uct, it becomes obvious that excess ma- 
terials handling costs should be eliminated 
or minimized as much as possible,” he 
said. 

On the other hand, he added, purchase 
of new equipment should be evaluated in 
the light of higher taxes and uncertain 
future conditions. An installation which 
might pay for itself in three and a half 
years with normal taxes now takes more 
than twice that when a 77 per cent tax 
is taken into account. 

Harold L. Bock, materials handling 
engineer of RCA-Victor division of Radio 
Corp. of America, Indianapolis, declared 
that its Indianapolis plant receiving de- 
partment had succeeded in a five-year pe- 
riod in increasing volume 270 per cent, 
while decreasing floor space 44 per cent 
and number of employes by 8 per cent, by 
improved handling methods. 


Longer Life Expectancy 
Noted in Survey 


The average life expectancy of a white 
male at birth has increased seventeen years 
since the turn of the century—three years 
in the past decade, according to an analysis 
of longevity trends, which has just been 
completed by the National Industrial Con- 
ference Board. Similarly, since 1900 there 
has been an increase of about twenty years 
in the life expectancy of white females at 
birth and of se years since 1940. 
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Behind 
the Paper Curtain 


In a changing world the safety of export operations depends 
largely on a thorough knowledge of import regulations 
abroad, exchange restrictions, prevailing conditions in 
other countries, dollar exchange availability, and other 
factors affecting final payment. 

Many American exporters back up their knowledge and 
experience by availing themselves of the facilities of 

our foreign department. Through our branches in Europe and 
our correspondents in all parts of the world we keep 
currently informed on matters pertinent to foreign trade. 
Why not discuss your export or import problems with 

the officers of our foreign department? 


Guaranty Trust Company 
of New York 


Capital Funds $377,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 
New York 18 New York 21 New York 20 
LONDON PARIS BRUSSELS 
32 Lombard St., E. C. 3 4 Place de la Concorde 27 Avenue des Arts 


Bush House, W. C. 2 
Member Federal Deposit Insurance Corporation 

















N EW ieite Copyflex 20”. 











Here’s a new, low-cost machine that 
quickly copies reports, records and 
accounting forms up to 46” wide and 
gets them out on time. 


The Bruning Copyflex “20” makes 
direct, positive (not negative) copies 
that are errorproof replicas of your 
originals. It copies practically any- 
thing typed, written or drawn on or- 
dinary translucent paper. Anything 
from small office forms to really large 
sized balance sheets, charts, produc- 
tion schedules, statistical reports, 
etc. These can be run off rapidly 
without lifting a pen or typing a 
word, at an approximate cost of only 
2¢ per sq. ft. 

No stencils, negatives, or masters are 
used! You just feed in your original 


Quickly makes low-cost, errorproof 
copies of even your large reports, 
records, and accounting forms 


and the sensitized paper . . . the ma- 
chine delivers a ready-to-use copy 
that’s an exact replica. You get the 
letterhead or form as well as the text. 


No special training is needed to 
operate the “20,” and no installation 
is required — just connect it to a 
115 volt A.C. power circuit. It’s clean, 
it’s quiet, it’s free of fumes or fuss. 


Why wait for copies? Make them 
when you want them, as you want 
them. Having copies made “outside,” 
or typed (with consequent proof- 
reading) is costly and unnecessary. 
Speed your paperwork the modern, 
efficient, Copyflex way. 


This coupon is your cue. Have your 
secretary mail it today. 


Specialists in copying since 1897 


Dept. T-101 100 Reade St. 


New York 13, N. Y. 


[] Send me full details on the Model 20 Copyfiex. 


0 
Name___ parece 
Company 
Street___ 


City 


_State_ 


| would like to see a Copyflex machine demonstrated. 


| 


Here's our compact, secre- 
tarial model — the Copyflex 
““12"". In seconds it delivers 
clean, sharp, ready-to-use 
copies up to 111.” wide. 


New Business 
Costs Higher 


A recent survey indicates that setting up 
a business where men and women can make 
a living by manufacturing goods or giving 
some service to the public costs an average 
of about $11,200 per employe except in 
banking, insurance and similar lines. 

In factories where big buildings, a lot 
of machinery, machine tools, and delicate 
instruments are needed, it costs a great deal 
more than $11,200. In other cases, where 
a businessman needs only a showroom and 
a small stock of goods, it may cost less. But 
$11,200 is the over-all average. 

Increasing costs, the survey also showed, 
are making it harder and harder to find 
people, who after paying their taxes, can 
spare enough cash to invest in new busi- 
nesses, which in turn can create new jobs. 


Accountants Reading 
Anthology Published 


As a ‘guide to critical reading and un- 
derstanding” the Bentley School of Ac- 
counting and Finance, Boston, Mass., re- 
cently published “An Anthology of 
Selected Reading for the Accountant,” 
compiled and edited by Thomas L. Mor- 
ison, C.P.A., and James J. Kiely, M.A., for 
instructional purposes. 

Included in the assembled material is 
Arthur H. Dean’s paper “The Attorney's 
Viewpoint on Business Income,” origi- 
nally published by Controllers Institute in 
the booklet “What Is Business Income?” 
as well as papers by Edward J. Hanley, 
Eric A. Camman, Allen H. Ottman, Car- 
man G. Blough, Dean Donald K. David of 
Harvard and others. 

The volume is aimed at accounting stu- 
dents, both to provide knowledge as well 
as clear, forceful communication patterns. 


Employe Savings Plan 
Adopted by Kroger 


A new employes’ savings and _profit- 
sharing program has been announced by 
the Kroger Company, national retail gro- 
cery chain. The plan calls for employe in- 
vestment in a savings fund and creation 
of a parallel fund by percentage contribu- 
tions from net earnings by the company. 
It is reported that employes will invest 
five per cent of regular earnings, while 
the company will contribute five per cent 
of annual profit before taxes 7” to $25 
million, 10 per cent of profit from $25 
million to $50 million, and 15 per cent 
of all profits over $50 million. The em- 
ployes’ savings will be invested in govern- 
ment bonds. Contributions by the company 
will be invested in Kroger stock and other 
various stocks and bonds. 
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Dawes Heads 
New Richmond Control 


IrvING D. Dawes, vice president and 
treasurer of Vir- 
ginia-Carolina 
Chemical Corpo- 
ration, Rich- 
mond, was 
elected president 
of the Richmond 
Control of Con- 
trollers Institute, 
at the Control’s 
first meeting on 
September 11. 

The Richmond 
Control is the 
47th local unit of the Institute, which now 
has three chapters in Canada, one in 
Puerto Rico, in addition to 43 in the 
United States. 

Mr. Dawes served during 1947-49 as 
Chairman of the Committee on Technical 
Information and Research of the Insti- 
tute and holds membership certificate 
#948 by virtue of election in 1937. 


Dementi 





MR. DAWES 


Other officers elected at the meeting 
included: W. T. Brunot, controller of 
Reynolds Metals Company, as vice pres- 
ident; J. R. Arthur, comptroller of To- 
bacco By-Products and Chemical Corpora- 
tion, as treasurer; and V. W. Andrews, 
vice president and treasurer of Southeast- 
ern Optical Company, Inc., as secretary. 





The Board of Directors includes: H. L. | 


Burrough, division controller, Reynolds | 


Metals Company; W. B. Thulin, auditor, | 
Chesapeake and Potomac Telephone Com- | 


pany of Virginia; S. L. Lott, controller, 
Smith-Douglas Fertilizer Company, Nor- 
folk; J. D. Webb, controller, Dan River 
Mills, and W. B. George, assistant to the 
president, Larus & Brothers. 


Rutgers Accounting 
Conference Nov. 8 


The Second Annual Accounting Con- | 


ference of the School of Business Admin- 
istration, Rutgers University, will be held 
in Newark, New Jersey, on Thursday, No- 


vember 8, under the co-sponsorship of the | 


Newark Control of Controllers Institute, 


the New Jersey Society of Certified Pub- | 


lic Accountants, and the Paterson and 
Newark chapters of the National Associa- 
tion of Cost Accountants. 


Leslie Mills, partner of Price, Water- | 


house and Company, will speak on the 
topic, ‘‘Renegotiation, Redetermination, 


and Other Current Government Contract | 


Problems.” The topic of the second 
speaker, Samuel J. Broad, partner of Peat, 
Marwick, Mitchell & Company is “The 
Effect of Price Level Changes on Costs 
and Profits.” 
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For Protection 


A FUR COAT 

A HELICOPTER 
A BRIDGE 

A FACTORY 


If you own 


or any other Article or Business which 
you value, we suggest a Quotation from 
Insurance Experts who have Imagination 


and Initiative. 


J. 8. Frelinghuysen 
Corporation 


20 Vesey Street 1 Main Street 
New York 7, N. Y. 


Tel: Digby 9-2112 


Flemington, N. J. 
Tel: FLemington 29 


Serving nation-wide accounts for over forty years 




















LETTERHEADS - LABELS + ENVELOPES - 
BULLETINS - 
OFFICE FORMS - 
ADVERTISING 
FOLDERS - 
PRICE 

LISTS - 

FORM LETTERS Wi 
POST CARDS: ‘Wie 
ANNOUNCEMENTS 


ASK FOR A 
DEMONSTRATION 


PRINT 


THEM ALL ON A 


Davidson Du! 





We'll gladly arrange for you to see a David- 
son in operation. Write today. No obligation. 


DAVIDSON CORPORATION 
A SUBSIDIARY OF MERGENTHALER LINOTYPE COMPANY 
1040-60 W. Adams Street, Chicago 7, Illinois 
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*OPPORTUNITIES*« 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number, Closing date 10th of preceding month. 


Address box number replies to 


THE CONTROLLER 
One East Forty-second Street 
New York 17, N. Y. 


Replies will be forwarded. 





HELP WANTED 








WANTED! 
COST MANAGER 


Growth company with six plants in 
Pacific Northwest and $50 miilion 
sales requires cost engineer develop 
and install standard cost system and 
control reports. Permanent position. 
Must have minimum eight years re- 
sponsible experience in accounting 
and costs at least half of which de- 
voted to development and installa- 
tion standard costs. Industrial en- 
gineering training or experience is 
important asset. Age 30-40. Salary 
to $10,000 depending qualifications. 
Box 1073. 











WANTED! 
TAX MANAGER 


Growth company Pacific Northwest 
with $50 million sales requires tax 
manager having minimum eight 
years important experience all types 
corporate taxes. Must have legal de- 
gree and accounting training. Age 
30-40. Salary to $10,000 depending 
on qualifications. Box 1074. 














SITUATIONS WANTED 


CONTROLLER OR CONTROLLER'S 
STAFF 

Recent experience as controller with the du- 
ties of treasurer, corporation 
demonstrates substantially improved opera- 
tions resulting from developing managerial 
controls, improving methods (tabulating), 
installing of job evaluation. Prior experience 
provided thorough understanding of research 
men and methods and management problems 
integrating company and government research 
with other phases of industrial enterprise. 
Thirteen years’ experience in single and multi- 
ple plant operations manufacturing metal and 
electrical products. Accounting and manage- 
ment education above graduate level. Age 
37, member of Controllers Institute. Will re- 
locate. Box 1068. 

ASSISTANT CONTROLLER—N. Y. AREA 
M.B.A., 31, presently senior accountant C.P.A. 
firm, offers five years’ heavy accounting experi- 
ence in preparation of statements, reports, taxes, 
cost, methods and procedures. Industries, food, 
chemical, textile, electronics, and many others. 
Responsible and industrious. Box 1072. 





medium-size 





NOTE: Tue Conrrotier reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 








“It's working fine! They don’t even care 
whether they get in to see you!” 


Business Prospects in 4th Quarter 
Viewed “Favorable” by Executives 


The majority of business executives ex- 
pect a larger volume of dollar sales, and 
think that net profits after taxes will be as 
good or better for the fourth quarter of 
1951 as for the corresponding quarter of 
1950. An increasing number of business- 
men anticipate a reduction in the levels of 
their dollar inventories and foresee a level- 
ing off in their selling prices. 

These conclusions are based on the pre- 
liminary results of the most recent quar- 
terly Survey of Business Expectations by 
Dun & Bradstreet, Inc. Two thirds of the 
concerns surveyed in July 1951 anticipate 
that their dollar sales at the end of the 
fourth quarter of 1951 will be higher than 
for the fourth quarter of 1950, and nearly 
50% look forward to larger net profits in 
spite of the higher federal income rates 
now prevailing. 

Opinion is fairly evenly divided be- 
tween those who expect increases, no 
change, and decreases in the levels of 


their inventories. Higher prices are antic- 
ipated by four out of ten of the execu- 
tives, but 47% think that the level of 
their selling prices will have stabilized, 
and 11% look ahead to decreases in prices 
comparing the 1951 fourth quarter with 
the similar quarter of 1950. 

Present survey results are based on re- 
sponses from a random cross-section of 
executives of the larger manufacturers, 
wholesalers and retailers, who are being 
asked to give their forward views as to 
the probable levels of net sales, net profits, 
number of employes, levels of dollar in- 
ventories and levels of selling prices for 
their companies. 

The table below summarizes prelim- 
inary results of the survey in terms of the 
per cent of executives interviewed who ex- 
pect an increase, no change, or decrease 
in net sales, new orders, net profits after 
taxes, number of employes, dollar inven- 
tories and the level of their selling prices. 


FOURTH QUARTER 1951 COMPARED WITH FOURTH QUARTER 1950 


Net Sales 

New Orders (mfrs. only) 
Net Profits 

Number of Employes 
Dollar Inventories 

Level of Selling Prices 


THE CONTROLLER 


Per Cent of Executives Expecting 
Increase No Change Decrease 
64% 20% 16% 
64 23 13 
48 23 29 
21 75 4 
38 33 29 
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“Stop cooing, start billing!” 


Some office romances stall progress. But not 


that long standing love affair between Miss Figureworker 

and Monroes. Miss F. adores Monroes. They’re so fast, 

efficient, figure-hungry, she gets more done with 

less fatigue. That’s true whether she uses a calculating, 

adding, or bookkeeping machine. Because whatever the 

figuring or accounting need, Monroe makes the model to meet it. 
On a moonlit terrace or in a drifting canoe, Monroes 

may leave something to be desired. But in an office . . . gals, 


they’re terrific . . . the answer to every maiden’s prayer! 








Whatever your figuring job is 
Monroe makes the model to do it 





Monroe CALCULATING Machine 


MONRO-MATIC The latest for fost, fully 
automatic, economical figuring. Compact, 
portable, with famous Velvet Touch" * ease 
of op ion. Long, dependable service. 








Monroe ADDING Machine 


EVERY business needs this efficient grand 
total model. Adds and subtracts directly 
in two registers. Accumulates, stores totals. 
Saves time, steps up figure production. 





Monroe ACCOUNTING Machine 


COMPACT space-saving bookkeeper that 
handles several kinds of jobs. Outstand- 
ing value. Does same work as machines 
costing much more. Smooth, effortless, 
nerve-saving “Velvet Touch"* operation 


**"VELVET TOUCH “originated in 1935 to de- 
scribe Monroe's matchiess ease of operation. 


Every Monroe is sold only through 
Monroe-owned branches; serviced by 
Monroe's factory-trained organization. 


M O N RO E MACHINES FOR BUSINESS 


Monroe Calculating Machine Company, Inc., General Offices, Orange, N. J. 














The Walional Adding Machine 


with time-and-effort-saving 
features never before combined 
on ONE machine! 


CHECK THESE OUTSTANDING FEATURES... 


1. Automatic clear signal. Gives automatic printed 
proof of whether or not the machine was clear 
when the operator started to use it. 

2. Automatic space-up of tape. Spaces tape to 
correct tear-off position when total is printed. Saves 
time, effort, paper. 

3. Automatic credit balance. Actual minus totals 
are automatically computed, and printed by a single 
touch of the total bar. Prints in red, with CR 
symbol. 

4. Full, visible keyboard. All ciphers print auto- 
matically—saving time, motion, and effort! Two 
or more keys can be depressed simultaneously. 
Amounts remain visible until added. 

5. Easy-touch key action. Depression of keys is 


practically effortless, yet sufficient to tell you when 
you have depressed a key. Tension is uniform 
34 Oz. 

6. Subtractions in red. Can never be mistaken for 
additions. Stand out prominently even after amounts 
have been “‘checked off” on the tape. Identified 
instantly, for everyone knows the meaning of red 
figures. 

7. Large answer dials. Always show the accumu- 
lated total in large numerals. Permit use of machine 
without tape. 

8. Heavy-duty construction. Compact for desk 
use. Portable enough to move about, yet rugged 
enough to carry on through long years of hard 
service. 


@ These National Adding Machine 
features can mean money to you 
. in time saved . . . in added 
accuracy . In more work done 
with less effort. Prove it in your 
own office, on your own work. 


Call the local National Cash Reg- 
ister Company’s office, or the 
dealer or distributor for National 
Adding Machines. Arrange for a 


revealing demonstration now! 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 





